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ration), 8 percent for underpayments, and 10 percent for
large corporate underpayments. The rate of interest paid on
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Mission of the Service

Provide America’s taxpayers top quality service by help-
ing them understand and meet their tax responsibilities

Introduction

The Internal Revenue Bulletin is the authoritative instrument
of the Commissioner of Internal Revenue for announcing offi-
cial rulings and procedures of the Internal Revenue Service
and for publishing Treasury Decisions, Executive Orders, Tax
Conventions, legislation, court decisions, and other items of
general interest. It is published weekly and may be obtained
from the Superintendent of Documents on a subscription
basis. Bulletin contents are consolidated semiannually into
Cumulative Bulletins, which are sold on a single-copy basis.

It is the policy of the Service to publish in the Bulletin all sub-
stantive rulings necessary to promote a uniform application
of the tax laws, including all rulings that supersede, revoke,
modify, or amend any of those previously published in the
Bulletin. All published rulings apply retroactively unless other-
wise indicated. Procedures relating solely to matters of in-
ternal management are not published; however, statements
of internal practices and procedures that affect the rights
and duties of taxpayers are published.

Revenue rulings represent the conclusions of the Service on
the application of the law to the pivotal facts stated in the
revenue ruling. In those based on positions taken in rulings
to taxpayers or technical advice to Service field offices,
identifying details and information of a confidential nature
are deleted to prevent unwarranted invasions of privacy and
to comply with statutory requirements.

Rulings and procedures reported in the Bulletin do not have
the force and effect of Treasury Department Regulations,
but they may be used as precedents. Unpublished rulings
will not be relied on, used, or cited as precedents by Service
personnel in the disposition of other cases. In applying pub-
lished rulings and procedures, the effect of subsequent leg-
islation, regulations, court decisions, rulings, and proce-

and by applying the tax law with integrity and fairness to
all.

dures must be considered, and Service personnel and oth-
ers concerned are cautioned against reaching the same con-
clusions in other cases unless the facts and circumstances
are substantially the same.

The Bulletin is divided into four parts as follows:

Part .—1986 Code.
This part includes rulings and decisions based on provisions
of the Internal Revenue Code of 1986.

Part Il.—Treaties and Tax Legislation.

This part is divided into two subparts as follows: Subpart A,
Tax Conventions, and Subpart B, Legislation and Related
Committee Reports.

Part lll.—Administrative, Procedural, and Miscellaneous.
To the extent practicable, pertinent cross references to
these subjects are contained in the other Parts and Sub-
parts. Also included in this part are Bank Secrecy Act Admin-
istrative Rulings. Bank Secrecy Act Administrative Rulings
are issued by the Department of the Treasury’s Office of the
Assistant Secretary (Enforcement).

Part IV.—Items of General Interest.
This part includes notices of proposed rulemakings, disbar-
ment and suspension lists, and announcements.

The first Bulletin for each month includes a cumulative index
for the matters published during the preceding months.
These monthly indexes are cumulated on a semiannual basis,
and are published in the first Bulletin of the succeeding semi-
annual period, respectively.

The contents of this publication are not copyrighted and may be reprinted freely. A citation of the Internal Revenue Bulletin as the source would be appropriate.

For sale by the Superintendent of Documents, U.S. Government Printing Office, Washington, DC 20402.



Part I. Rulings and Decisions Under the Internal Revenue Code of 1986

Section 162 .—Trade or Business substantially higher than those for the priamounts sufficient to satist{'s debt ser-

Expenses mary term. Nevertheless, the fixed, anvice obligation toBK1). The parties treat
nual payments during the put renewathese amounts as having been paid from

26 CFR 1.162-11: Rentals. term are projected (as of January 1, 1991e affiliate toFM, then fromFM to X as

(Also section 163; 1.163-1.) to equal only 90 percent of the fair marketental payments, and finally froi to

Business expenses; interest; lease-value rental amounts for that term. . BKl as debt service paymgnts. In addi-
in/lease-out transactionsA taxpayer At the end of j[he Sublease prlmarylon, FM pledges the d.epo.sn account{o
may not deduct, under sections 162 an§'m, FM has a “fixed- payment opt_lon" as security foFM'; obligations undgr t_he
163 of the Code, rent and interest paid d4p purchase fronX the Headlease residualSublease, whilé, in turn, pledges its in-
incurred in connection with a Iease_(the right to use the property beyond theerest inFM’s pledge toBK1 as security
in/lease-out (LILO) transaction that IaCkSSublease primary term subject to théor X's obligations under the loan from
obligation to make the rent postpaymentBK1. Similarly, FM directs the affiliate of

for a fixed amount that is projected (as o0BK2 to payBK2 annual amounts equal to

economic substance.

Rev. Rul. 99-14 January 1, 1997) to be equal to the faitO percent oFM’'s annual rent obligation
market value of the Headlease residual. iinder the Sublease (that is, amounts suffi-
ISSUE FM exercises the option, the transaction isient to satisfyX’s debt service obligation

terminated at that point andis not re- to BK2). The parties treat these amounts
May a taxpayer deduct, under 88 16%,ireq to make any portion of the postas having been paid from the affiliate to
and 163 of the Internal Revenue Cod&,,yment due under the HeadleaseENF  FM, then fromFM to X as rental pay-
rent and interest paid or incurred in CoNgoeg ot exercise the optiogmay elect ments, and finally fronX to BK2 as debt
nection with a “lease-in/lease-out’y, (1) yse the property itself for the reservice payments. Although this deposit
(LILO") transaction? maining term of the Headlease, (2) leasaccount is not pledged, the parties under-
FACTS the property to another person for the restand thaFM will use the account to pay
maining term of the Headlease, or (3}he remaining 10 percent &M'’s annual
Xis a U.S. corporationFM is a foreign compelFM to lease the property for therent obligation under the Sublease.
municipality that has historically owned10-year put renewal term of the Sublease. X requiresFM to invest $15 million of
and used certain property having a remaif FM does not exercise the fixed-paythe Headlease prepayment in highly-rated
ing useful life of 50 years and a fair markeinent option andX exercises its put re- debt securities that will mature in an
value of $100 million. BK1 andBK2 are newal option,X can requireFM to pur- amount sufficient to fund the fixed
banks. None of the parties is related. chase a letter of credit guaranteeing th@mount due under the fixed-payment op-
On January 1, 199% andFM entered put renewal rents. FM does not obtain tion, and to pledge these debt securities to
into a LILO transaction under whidiM the letter of creditFM must exercise the X. Having economically defeased both its
leased the property tX under a fixed-payment option. rental obligations under the Sublease and
“Headlease,” andX immediately leased To partially fund the $89 million its fixed payment under the fixed-pay-
the property back t&M under a “Sub- Headlease prepaymenx, borrows $54 ment option,FM keeps the remaining
lease.” The term of the Headlease is 3dillion from BK1 and $6 million from portion of the Headlease prepayment as
years. The “primary” term of the Sub-BK2. Both loans are nonrecourse, havis return on the transaction.
lease is 20 years. Moreover, as describéicted interest rates, and provide for an- For tax purposesX claims deductions
below, the Sublease may also have a “putual debt service payments that fullyfor interest on the loans and for the allo-
renewal” term of 10 years. amortize the loans over the 20-year prieated rents on the Headleas¢.includes
The Headlease requirésto make two mary term of the Sublease. The amoumt gross income the rents received on the
rental payments t&M during its 34-year and timing of the debt service paymentSublease and, if and when exercised, the
term: (1) an $89 million “prepayment” atmirror the amount and timing of the Subpayment received on the fixed payment
the beginning of year 1; and (2) a “postlease payments due during the primargption. By accounting for each element
payment” at the end of year 34 that hastarm of the Sublease. of the transaction separate}/purports to
discounted present value of $8 million. Upon receiving the $89 million Head-generate a stream of substantial net de-
For federal income tax purposesand lease prepaymenEM deposits $54 mil- ductions in the early years of the transac-
FM allocate the prepayment ratably to théon into a deposit account with an affili-tion followed by net income inclusions on
first 6 years of the Headlease and the flate of BK1 and $6 million into a deposit or after the conclusion of the Sublease
ture value of the postpayment ratably taccount with an affiliate dK2. The de- primary term. As a resulK anticipates a
the remaining 28 years of the Headleaseposits with the affiliates dBK1 andBK2 substantial net after-tax return from the
The Sublease requirdaVl to make earn interest at the same rates as the loarensaction. X also anticipates a positive
fixed, annual rental payments over botfrom BK1andBK2. FM directs the affili- pre- tax economic return from the transac-
the primary term and, if exercised, the puite of BK1 to pay BK1 annual amounts tion. However, this pre-tax return is in-
renewal term. The fixed, annual payequal to 90 percent ddM’s annual rent significant in relation to the net after-tax
ments during the put renewal term arebligation under the Sublease (that iseturn.
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LAW AND ANALYSIS accrued the majority of its interest deducsmaller loan fromBK2, X's economic
. ) tion on the borrowings in the first yearrisk, although not completely eliminated,
In general, a transaction will be reyypjie geferring the inclusion of its eco-is substantially reduced through the de-
spected for tax purposes if it has “eCOp,mically offsetting interest income fromposit arrangement. As a result, neither
nomic substance which is compelled oo Treasury bills until the second yeambank requires an independent source of
epqourgge_d by bu5|r_1ess or_regulatory "She transactions lacked economic subfunds to make the loans, or bears signifi-
aI|t|e§, IS |_mbued W',th tax-independen tance because the economic conseant risk of nonpayment. In short, during
conS|derat_|ons, and is not shaped sole uences of holding the Treasury billghe Sublease primary term, the offsetting
.by tax-avoidance features that have mea iere largely offset by the economic cosand circular nature of the obligations
mgIes_s labels attachedFrank Lyon Co. of the borrowings. The taxpayer was deeliminate any significant economic conse-
v Unltgd States43s US .561’ 583-84 1ied the tax benefit of the transactions bezuences of the transaction.
(1978); James v. Commission@99 F.2d cause the real economic impact of the At the end of the 20-year Sublease pri-
905, 908-09 (10th Cir. 1990). In assesg;, .o ctions was “infinitesimally nominalmary term,X will have either the pro-
Ny the eco?om|c _subshtar;]ce Or]: a transag—nd vastly insignificant when consideredteeds of the fixed-payment option or a
:'ig?]’ r?al;egnscg?;cii(\:,\;le;cirqgn?iérae?fsjcih comparison with the claimed deducHeadlease residual that has a fair market
other than the creation of tax Iossesions'" Sheldomt 769_. value approximately equal to the proceeds
. " In ACM Partnership the taxpayer en- of the fixed payment option. If, at the end
Courts have refused to recognize the FEred into a near-simultaneous purchasgf the 20-year Sublease primary term, the
consequences of a transaction that does . ken tadeadl idual i th than th
not appreciably affect the taxpayer’s benrzmd sale of debt instruments. "I"a en tdHeadlease residual is worth more than the
eficial interest except to reduce tax. Thgethgr, th_e p_urchase and sale “had onfyayment required on the fixed-payment
presence of an insignificant pre-tax profipommal, incidental e_ffects_c_m [the tax-option, FM will capture this excess value
is not enough to provide a transactio@ayer's] qet economic posmon.’AC_M by exercising the fixed payment option,
with sufficient economic substance to b artnersh!pat 250._T_he taxpayer clalmedleavingx with only the proceeds of the
respected for tax purposeknetsch v. ?hat, despite the m|n|mal net economic efeption. Conversely, if, at the end of the
United States364 U.S. 361, 366 (1960); '€ct: the transaction had a large tax effedt0-year Sublease primary term, the
ACM Partnership v. Comn%issionétS? resulting from the application of the in-Headlease residual is worth significantly
F.3d 231, 248 (3d Cir. 19988heldon v. stallment sale ruIe_s to the sale. The couiss than the payment required on the
Commissione®4 T.C. 738, 768 (1990). "€!d that transactions that do not "apprefixed-payment optionX will put the
In determining whether a transactiorf'22ly" affect a taxpayer's beneficial in-property back t"M under the put re-
has sufficient economic substance to biE"€St: except to reduce tax, are devoid @kwal option at rents, that while initially
respected for tax purposes, courts haviy!PStance and are not respected for taxojected to be at only 90 percent of esti-
recognized that offsetting legal ob“gapurposeS-ACM Partnershipat 248. The mated fair market value, are (because of
tions, or circular cash flows, may effecCOUrt denied the taxpayer the purportethe decline in the value of the property)
tively eliminate any real economic signif-t@X Penefits of the transaction because thigreater than fair market value. Thus, the
icance of the transaction. For example, ifansaction lacked any significant ecofixed payment option and put renewal op-
Knetsch the taxpayer purchased an ann10MIC consequences other than the créion operate to “collar” the value of the
ity bond using nonrecourse financing&tion of tax benefits. o Headlease residual during the primary
However, the taxpayer repeatedly bor- Viewed as a whole, the objective factserm, limiting much of the economic con-
rowed against increases in the cash val@ the LILO transaction indicate that thesequence of the Headlease residual.
of the bond. Thus, the bond and the tafansaction lacks the potential for any sig- In addition, facts indicate that there is
payer’s borrowings constituted offsettinglificant economic consequences othdittle economic consequence froXis
obligations. As a result, the taxpaytha” the creation of tax benefits. Duringhominal exposure t&M’s credit under
could never derive any significant benefithe 20-year primary term of the Subleasehe fixed-payment option and, if exer-
from the bond. The Supreme Court founéf’s obligation to make the property avail-cised, the put renewal term. At the incep-
the transaction to be a sham, as it préble under the Sublease is completely offion of the transactiorFM was required
duced no significant economic effect anget byX's right to use the property underto use a portion of the Headlease prepay-
had been structured only to provide théhe Headlease X's obligation to make ment to purchase highly-rated debt securi-
taxpayer with interest deductions. debt service payments on the loans fronies that were pledged ¥ ensuring=M'’s
In Sheldonthe Tax Court denied the BK1andBK2is completely offset byX's ability to make the payment under the
taxpayer the purported tax benefits of &ight to receive Sublease rentals fréiM. fixed-payment option. IFM does not ex-
series of Treasury bill sale-repurchasdloreover,X's exposure to the risk thatercise the fixed-payment option aXax-
transactions because they lacked ec&M will not make the rent payments isercises the put renewal optiod,can re-
nomic substance. In the transactions, tHfgrther limited by the arrangements withquire FM to purchase a letter of credit
taxpayer bought Treasury bills that mathe affiliates olBK1andBK2. In the case guaranteeindgM’s obligation to make the
tured shortly after the end of the tax yeaof the loan fromBK1, X's economic risk put renewal rent payments. FM does
and funded the purchase by borrowings completely eliminated through the denot obtain the letter of crediEM must
against the Treasury bills. The taxpayedieasance arrangement. In the case of te&ercise the fixed-payment option. Thus,
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as a practical matter, the transaction igrly, other features of the LILO transacSection 6601.—Interest on
structured so thaX is never subject to tion, such as nonrecourse financing angnderpayment, Nonpayment, or
FM’s credit. fixed-payment options, are respected igytensions of Time for Payment,

The conclusion thaX is insulated from other contexts. However, when these a
any significant economic consequence ajther features are viewed as a whole in
the Headlease residual is further supporteée context of the LILO transaction, theseg cEr 301.6601—1: Interest on underpayments.
by several factors indicating that the parfeatures indicate the transaction should
ties expecFM to exercise the fixed-pay- not be respected for tax purposes. How s the net interest rate of zero in section

. . . . . . 6621(d) of the Code to be applied to interest accru-

ment option. FirstFM has historically As a result of the transaction Iacklnqng before October 1, 1998, with respect to overlap-
used the property. Second, because theonomic substanck,may not deduct in- ping tax underpayments and tax overpayments? See
fixed payment obligation is fully defeasedterest or rent paid or incurred in connecrev. Proc. 99-19, page 10.
FM need not draw on other sources afion with the transaction.
capital to exercise the option. However, if The Service will scrutinize LILO trans-
FM does not exercise the fixed paymendctions for lack of economic substanc&ection 6611 .—Interest on
option andX exercises the put renewal op-and/or, in appropriate cases, recharacteDverpayments
tion, FM would be required to draw onize transactions for federal income tax
other sources of capital to satisfy its pupurposes based on their substan&ee, 26 CFR 301.6611-1: Interest on overpayments.
renewal rental obligations. . e.g., Gregory v. Helvering93 U.S. 495 How is the net interest rate of zero in section

In Sljlm’ the .L”‘,Q transaction 'Iacks the(1935),Bussing v. Commissionég T.C. 6621(d) of the Code to be applied to interest accru-
potential for significant economic conse449 (1987),Supplemental Opinior89 ing before October 1, 1998, with respect to overlap-
quences other than the creation of tax.C. 1050 (1987). Use of terms such aging tax underpayments and tax overpayments? See
benefits. During the primary term of thetjoan,” “lease,” “Headlease,” and “Sub- Rev. Proc. 99-19, page 10.
SubleaseX’s obligations to provide prop- |ease” in this revenue ruling should not be

erty are completely offset by its right tointerpreted to indicate the Service’s ac- o
use property. X's obligations to make ceptance ofK's characterization of the Section 6621.—Determination

debt service payments on the loans algLo transaction described above. of Rate of Interest
completely offset byX's right to receive
rent on the Sublease. These cash floW#OLDING 26 CFR 301.6621-1: Interest rate.

are furthgr assureq, by the dep05|t arrange-A taxpayer may not deduct, under How is the net interest rate of zero in section
ments with the affiliates d8K1 andBK2 §8 162 and 163, rent and interest paid (§|621(d) of the Code to be applied to interest accru-

Finally, X's economic exposure to the; . . : i -
y ) ! p L0 e, curred in connection with a LILO trans-"? before October 1, 1998, with respect to overlap
Headlease residual is rendered |nS|gn|f|étCtion that lacks economic substance ping tax underpayments and tax overpayments? See
cant by the option structure and thé " Rev. Proc. 99-19, page 10.

pledge of the securities that defeasesFFECT ON OTHER DOCUMENTS
FM’s option payment. Thus, the only real
economic consequence of the LILO trans- Rev. Rul. 85-42 is distinguished. 26 CFR 301.6621-1: Interest rate.

action during the 20-year primary term oE)RAFTING INFORMATION Interest rates; underpayments and

the Sublease iX's pre-tax return. - This overpayments.The rate of interest deter-
pre-tax return is too insignificant, when The principal author of this revenue '

; ; mined under section 6621 of the Code for
compared (X's after-tax yield, to support ryling is John Aramburu of the Office of o cajendar quarter beginning April 1
a finding that.the transaction has signifiassistant Chief Counsel (Income Tax andg99 will be 8 percent for overpaymenté
cant economic consequences other tha(xcounting). For further information re- 7 pe’rcent in the case of a corporation), 8
the creation of tax benefits. garding this revenue ruling contact Mryoreont tor underpayments, and 10 p,er-
S_ome (-)f the features of the LILO ransaramburu on (202) 622-4960 (not a tollcent for large corporate unaerpayments
action discussed above are present fee call). The rate of interest paid on the portion of
transactions that the Service will respect p p _
for federal income tax purposes. For ex- a corporate overpayment exceeding
ample, an arrangement for “in-substancgection 163.—Interest $10,000 is 5.5 percent.
defeasance” of an outstanding debt was )
respected in Rev. Rul. 85-42, 1985—3%g CFR 1.163-1: Interest deduction in general. Rev. Rul. 99-16
C.B. 36. By contrast, in the LILO trans- _ o Section 6621 of the Internal Revenue
action, the deposit arrangement exists & a taxpayer deduct interest paid or incurreg o e establishes the rates for interest on
C . . In connection with a lease-in/lease-out (LILO) t dt d t
frprr_l th_e inception of the transaction, .. o that lacks economic substance? See REGX OVerpayments and tax underpayments.
eliminating any need bBK1andBK2for Ryl 99-14, page 3. Under § 6621(a)(1), the overpayment rate
an independent source of funds. Simi- beginning April 1, 1999, is the sum of the
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federal short-term rate plus 3 percentage Section 6621(b)(2)(B) provides that inoverpayment rate for the portion of a cor-
points (2 percentage points in the case dietermining the addition to tax undemporate overpayment exceeding $10,000
a corporation), except the rate for the po8 6654 for failure to pay estimated tax fofor the calendar quarter beginning April 1,
tion of a corporate overpayment of tax exany taxable year, the federal short-ter999, is 5.5 percent. The underpayment
ceeding $10,000 for a taxable period isate that applies during the third monttrate for large corporate underpayments
the sum of the federal short-term rate plu®llowing such taxable year also appliefor the calendar quarter beginning April 1,
0.5 of a percentage point for interest conduring the first 15 days of the fourth1999, is 10 percent. These rates apply to
putations made after December 31, 1994nonth following such taxable year. amounts bearing interest during that cal-
Under § 6621(a)(2), the underpayment Section 6621(b)(3) provides that theendar quarter.
rate is the sum of the federal short-terrfederal short-term rate for any month is Under § 6621(b)(2)(B), the 7 percent
rate plus 3 percentage points. the federal short-term rate determinedate that applies to estimated tax underpay-

Section 6621(c) provides that for pur-during such month by the Secretary in aanents for the first calendar quarter in 1999,
poses of interest payable under § 6601 awordance with § 1274(d), rounded to thas provided in Rev. Rul. 98-61, 1998-51
any large corporate underpayment, theearest full percent (or, if a multiple ofl.R.B. 8, also applies to such underpay-
underpayment rate under § 6621(a)(2) i¥/2 of 1 percent, the rate is increased tments for the first 15 days in April 1999.
determined by substituting “5 percentagéhe next highest full percent). Interest factors for daily compound in-
points” for “3 percentage points.” See Notice 88-59, 1988-1 C.B. 546, anierest for annual rates of 5.5 percent, 7
§ 6621(c) and § 301.6621-3 of the Regurounced that, in determining the quarterlpercent, 8 percent, and 10 percent are
lations on Procedure and Administrationnterest rates to be used for overpaymengaiblished in Tables 16, 19, 21, and 25 of
for the definition of a large corporate un-and underpayments of tax under § 662Rev. Proc. 95-17, 1995-1 C.B. 556, 570,
derpayment and for the rules for deterthe Internal Revenue Service will use th&73, 575, and 579.
mining the applicable date. Sectiorfederal short-term rate based on daily Annual interest rates to be compounded
6621(c) and § 301.6621-3 are generallyompounding because that rate is mosfaily pursuant to § 6622 that apply for
effective for periods after December 31consistent with § 6621 which, pursuant t@rior periods are set forth in the tables ac-
1990. 8 6622, is subject to daily compounding. companying this revenue ruling.

Section 6621(b)(1) provides that the Rounded to the nearest full percent, the
Secretary will determine the federal shortfederal short- term rate based on daily\lFORMA—I—IO'\I
term rate for the first month in each caleneompounding determi_ned during the 1pe principal author of this revenue
dar quz_irter. _ moth of January 1999 is 5 percent. ACr'uIing is Raymond Bailey of the Office of

Section 6621(b)(2)(A) provides that thecordingly, an overpayment rate of 8 peragsistant Chief Counsel (Income Tax and
federal short-term rate determl_ned un_del_ent (7 percent in the case of a COrPOrdyceounting). For further information re-
8 6621(b)(1) for any month applle_s duringion) and an und_erpayment rate of %arding this revenue ruling, contact Mr.
the first calendar quarter beginning aftepercent are established for the calendga”ey on (202) 622-6226 (not a toll-free

such month. guarter beginning April 1, 1999. Thecall).

TABLE OF INTEREST RATES
PERIODS BEFORE JUL. 1, 1975 — PERIODS ENDING DEC. 31, 1986
OVERPAYMENTS AND UNDERPAYMENTS
In 1995-1 C.B

PERIOD RATE DAILY RATE TABLE
Before Jul. 1, 1975 6% Table 2, pg. 557
Jul. 1, 1975—Jan. 31, 1976 9% Table 4, pg. 559
Feb. 1, 1976—Jan. 31, 1978 7% Table 3, pg. 558
Feb. 1, 1978—Jan. 31, 1980 6% Table 2, pg. 557
Feb. 1, 1980—Jan. 31, 1982 12% Table 5, pg. 560
Feb. 1, 1982—Dec. 31, 1982 20% Table 6, pg. 560
Jan. 1, 1983—Jun. 30, 1983 16% Table 37, pg. 591
Jul. 1, 1983—Dec. 31, 1983 11% Table 27, pg. 581
Jan. 1, 1984—Jun. 30, 1984 11% Table 75, pg. 629
Jul. 1, 1984—Dec. 31, 1984 11% Table 75, pg. 629
Jan. 1, 1985—Jun. 30, 1985 13% Table 31, pg. 585
Jul. 1, 1985—Dec. 31, 1985 11% Table 27, pg. 581
Jan. 1, 1986—Jun. 30, 1986 10% Table 25 pg. 579
Jul. 1, 1986—Dec. 31, 1986 9% Table 23, pg. 577
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TABLE OF INTEREST RATES
FROM JAN. 1, 1987 — Dec. 31, 1998

OVERPAYMENTS UNDERPAYMENTS
1995-1 C.B. 1995-1 C.B.
RATE TABLE PG RATE TABLE PG

Jan. 1, 1987—Mar. 31, 1987 8% 21 575 9% 23 57
Apr. 1, 1987—Jun. 30, 1987 8% 21 575 9% 23 57
Jul. 1, 1987—Sep. 30, 1987 8% 21 575 9% 23 57
Oct. 1, 1987—Dec. 31, 1987 9% 23 577 10% 25 57
Jan. 1, 1988—Mar. 31, 1988 10% 73 627 11% 75 62
Apr. 1, 1988—Jun. 30, 1988 9% 71 625 10% 73 62
Jul. 1, 1988—Sep. 30, 1988 9% 71 625 10% 73 62
Oct. 1, 1988—Dec. 31, 1988 10% 73 627 11% 75 67
Jan. 1, 1989—Mar. 31, 1989 10% 25 579 11% 27 58
Apr. 1, 1989—Jun. 30, 1989 11% 27 581 12% 29 58
Jul. 1, 1989—Sep. 30, 1989 11% 27 581 12% 29 5
Oct. 1, 1989—Dec. 31, 1989 10% 25 579 11% 27 5

Jan. 1, 1990—Mar. 31, 1990 10% 25 579 11% 27 5

Apr. 1, 1990—Jun. 30, 1990 10% 25 579 11% 27 5

Jul. 1, 1990—Sep. 30, 1990 10% 25 579 11% 27 5
Oct. 1, 1990—Dec. 31, 1990 10% 25 579 11% 27 58
Jan. 1, 1991—Mar. 31, 1991 10% 25 579 11% 27 58
Apr. 1, 1991—Jun. 30, 1991 9% 23 577 10% 25 57
Jul. 1, 1991—Sep. 30, 1991 9% 23 577 10% 25 57
Oct. 1, 1991—0Dec. 31, 1991 9% 23 577 10% 25 57
Jan. 1, 1992—Mar. 31, 1992 8% 69 623 9% 71 62
Apr. 1, 1992—Jun. 30, 1992 7% 67 621 8% 69 62
Jul. 1, 1992—Sep. 30, 1992 7% 67 621 8% 69 62
Oct. 1, 1992—0Dec. 31, 1992 6% 65 619 7% 67 62
Jan. 1, 1993—Mar. 31, 1993 6% 17 571 7% 19 57
Apr. 1, 1993—Jun. 30, 1993 6% 17 571 7% 19 57
Jul. 1, 1993—Sep. 30, 1993 6% 17 571 7% 19 57
Oct. 1, 1993—Dec. 31, 1993 6% 17 571 7% 19 57
Jan. 1, 1994—Mar. 31, 1994 6% 17 571 7% 19 57
Apr. 1, 1994—Jun. 30, 1994 6% 17 571 7% 19 57
Jul. 1, 1994—Sep. 30, 1994 7% 19 573 8% 21 57
Oct. 1, 1994—0Dec. 31, 1994 8% 21 575 9% 23 57
Jan. 1, 1995—Mar. 31, 1995 8% 21 575 9% 23 57
Apr. 1, 1995—Jun. 30, 1995 9% 23 577 10% 25 57
Jul. 1, 1995—Sep. 30, 1995 8% 21 575 9% 23 57
Oct. 1, 1995—0Dec. 31, 1995 8% 21 575 9% 23 57
Jan. 1, 1996—Mar. 31, 1996 8% 69 623 9% 71 62
Apr. 1, 1996—Jun. 30, 1996 7% 67 621 8% 69 62
Jul. 1, 1996—Sep. 30, 1996 8% 69 623 9% 71 62
Oct. 1, 1996—Dec. 31, 1996 8% 69 623 9% 71 62
Jan. 1, 1997—Mar. 31, 1997 8% 21 575 9% 23 57
Apr. 1, 1997—Jun. 30, 1997 8% 21 575 9% 23 57
Jul. 1, 1997—Sep. 30, 1997 8% 21 575 9% 23 57
Oct. 1, 1997—0Dec. 31, 1997 8% 21 575 9% 23 57
Jan. 1, 1998—Mar. 31, 1998 8% 21 575 9% 23 57
Apr. 1, 1998—Jun. 30, 1998 7% 19 573 8% 21 57
Jul. 1, 1998—Sep. 30, 1998 7% 19 573 8% 21 57
Oct. 1, 1998—Dec. 31, 1998 7% 19 573 8% 21 57
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TABLE OF INTEREST RATES
FROM JANUARY 1, 1999 — PRESENT

NONCORPORATE OVERPAYMENTS AND UNDERPAYMENTS

1995-1 C.B.
RATE TABLE PAGE
Jan. 1, 1999—Mar. 31, 1999 7% 19 573
Apr. 1, 1999—Jun. 30, 1999 8% 21 575
TABLE OF INTEREST RATES
FROM JANUARY 1, 1999 — PRESENT
CORPORATE OVERPAYMENTS AND UNDERPAYMENTS
OVERPAYMENTS UNDERPAYMENTS
1995-1 C.B. 1995-1 C.B.
RATE TABLE PG RATE TABLE PG
Jan. 1, 1999—Mar. 31, 1999 6% 17 571 7% 19 573
Apr. 1, 1999—Jun. 30, 1999 7% 19 573 8% 21 575
TABLE OF INTEREST RATES FOR
LARGE CORPORATE UNDERPAYMENTS
FROM JANUARY 1, 1991 — PRESENT
1995-1 C.B.
RATE TABLE PG
Jan. 1, 1991—Mar. 31, 1991 13% 31 585
Apr. 1, 1991—Jun. 30, 1991 12% 29 583
Jul. 1, 1991—Sep. 30, 1991 12% 29 583
Oct. 1, 1991—Dec. 31, 1991 12% 29 583
Jan. 1, 1992—Mar. 31, 1992 11% 75 629
Apr. 1, 1992—Jun. 30, 1992 10% 73 627
Jul. 1, 1992—Sep. 30, 1992 10% 73 627
Oct. 1, 1992—Dec. 31, 1992 9% 71 625
Jan. 1, 1993—Mar. 31, 1993 9% 23 577
Apr. 1, 1993—Jun. 30, 1993 9% 23 577
Jul. 1, 1993—Sep. 30, 1993 9% 23 577
Oct. 1, 1993—Dec. 31, 1993 9% 23 577
Jan. 1, 1994—Mar. 31, 1994 9% 23 577
Apr. 1, 1994—Jun. 30, 1994 9% 23 577
Jul. 1, 1994—Sep. 30, 1994 10% 25 579
Oct. 1, 1994—Dec. 31, 1994 11% 27 581
Jan. 1, 1995—Mar. 31, 1995 11% 27 581
Apr. 1, 1995—Jun. 30, 1995 12% 29 583
Jul. 1, 1995—Sep. 30, 1995 11% 27 581
Oct. 1, 1995—Dec. 31, 1995 11% 27 581
Jan. 1, 1996—Mar. 31, 1996 11% 75 629
Apr. 1, 1996—Jun. 30, 1996 10% 73 627
Jul. 1, 1996—Sep. 30, 1996 11% 75 629
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Oct. 1, 1996—Dec. 31, 1996
Jan. 1, 1997—Mar. 31, 1997
Apr. 1, 1997—Jun. 30, 1997
Jul. 1, 1997—Sep. 30, 1997
Oct. 1, 1997—0Dec. 31, 1997
Jan. 1, 1998—Mar. 31, 1998
Apr. 1, 1998—Jun. 30, 1998
Jul. 1, 1998—Sep. 30, 1998
Oct. 1, 1998—Dec. 31, 1998
Jan. 1, 1999—Mar. 31, 1999
Apr. 1, 1999—Jun. 30, 1999

TABLE OF INTEREST RATES FOR
LARGE CORPORATE UNDERPAYMENTS
FROM JANUARY 1, 1991 — PRESENT (Continued)

Jan. 1, 1995—Mar. 31, 1995
Apr. 1, 1995—Jun. 30, 1995
Jul. 1, 1995—Sep. 30, 1995
Oct. 1, 1995—Dec. 31, 1995
Jan. 1, 1996—Mar. 31, 1996
Apr. 1, 1996—Jun. 30, 1996
Jul. 1, 1996—Sep. 30, 1996
Oct. 1, 1996—Dec. 31, 1996
Jan. 1, 1997—Mar. 31, 1997
Apr. 1, 1997—Jun. 30, 1997
Jul. 1, 1997—Sep. 30, 1997
Oct. 1, 1997—Dec. 31, 1997
Jan. 1, 1998—Mar. 31, 1998
Apr. 1, 1998—Jun. 30, 1998
Jul. 1. 1998—Sep. 30, 1998
Oct. 1, 1998—Dec. 31, 1998
Jan. 1, 1999—Mar. 31, 1999
Apr. 1, 1999—Jun. 30, 1999

TABLE OF INTEREST RATES FOR CORPORATE
OVERPAYMENTS EXCEEDING $10,000

FROM JANUARY 1, 1995 — PRESENT

1995-1 C.B.
RATE  TABLE PG
11% 75 629
11% 27 581
11% 27 581
11% 27 581
11% 27 581
11% 27 581
10% 25 579
10% 25 579
10% 25 579
9% 23 577
10% 25 579
1995-1 C.B.

RATE  TABLE PG
6.5% 18 572
7.5% 20 574
6.5% 18 572
6.5% 18 572
6.5% 66 620
5.5% 64 618
6.5% 66 620
6.5% 66 620
6.5% 18 572
6.5% 18 572
6.5% 18 572
6.5% 18 572
6.5% 18 572
5.5% 16 570
5.5% 16 570
5.5% 16 570
4.5% 14 568
5.5% 16 570
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Part lll. Administrative, Procedural, and Miscellaneous

Change in Accounting Method However, if the taxpayer is under exami26 CFR 601.105: Examination of returns and
i nation, before an appeals office, or beforgaims for refund, credit, or abatement;
for Deferred Compensa“on ! . T etermination of correct tax liability.
a federal court with respect to any incomexiso Part I, sections 6601, 6611, 6621;
Notice 99-16 tax issue, the taxpayer must provide 801.6601-1, 301.6611-1, 301.6621-1)

i i _ . copy of the Form 3115, Application for
This notice provides procedures for iMThange in Accounting Method, to the exRev. Proc. 99-19

plementing a change in method of acsmining agent(s appeals officer, o
counting to comply with 8 404(a)(11) 0fcounselgforgthe (go)verr?gent, as appropr%ECTlON 1. PURPOSE
the Internal Revenue Code, regarding thge at the same time that it files the copy With respect to interest accruing before
payment of deferred compensation. of the Form 3115 with the national office.October 1, 1998, this revenue procedure
Section 404(a)(11) was added to th¢he Form 3115 must contain the name(g)rovides guidance, and requests public
Code by § 7001 of the Internal Revenugng telephone number(s) of the examireomment, regarding the application of
Service Restructuring and Reform Act ofng agent(s), appeals officer, or counsed 6621(d) of the Internal Revenue Code.
1998 (RRA), Pub. L. No. 105-206, 1120 the government, as appropriate. Section 6621(d) was enacted by § 3301 of
Stat. 685, 827 (July 22, 1998), effective (2) The § 481(a) adjustment periodhe Internal Revenue Service Restructur-
for taxable years ending after July 22generally is three taxable years (as opag and Reform Act of 1998 (RRA), Pub.
1998. Section 404(a)(11) provides thaiposed to four taxable years as specified in No. 105-206, 112 Stat. 741, and was
for purposes of determining under § 404ection 5.04(1) of Rev. Proc. 98-60).  amended by § 4002(d) of the Tax and
whether compensation of an employee is (3) A taxpayer that, on or before MayTrade Relief Extension Act of 1998, Pub.
deferred compensation and when deferrezB, 1999, files its original federal incomel_. No. 105-277, 112 Stat. 2681. Section
compensation is paid, no amount isax return for its first taxable year endings621(d) provides for a net interest rate of
treated as received by the employee, eifter July 22, 1998, may comply with thezero to the extent of overlapping tax un-
paid, until it is actually received by thefiling requirement in section 6.02(2)(a) ofderpayments and tax overpayments, and
employee. Section 404(a)(11) overturnRev. Proc. 98—60 or with the followinggenerally applies to interest for periods be-
the decision inSchmidt Baking Co. v. filing requirement. The taxpayer musiginning after July 22, 1998.¢., interest
Commissionerl07 T.C. 271 (1996), in complete and file a Form 3115 in dupli-accruing on or after October 1, 1998).
which the court held that a § 83(a) incomeate. The original must be attached to thaowever, the net interest rate of zero in
inclusion event upon securitization of vataxpayer’'s amended federal income tag 6621(d) also applies to interest for peri-
cation and severance pay benefits with @turn for the taxpayer’s first taxable yeapds beginning before July 22, 199&(
letter of credit constitutes receipt of thosending after July 22, 1998. This amendeghterest accruing before October 1, 1998),
benefits by employees for purposes of deeturn must be filed no later than July 27provided certain conditions are met. This
termining whether an employer’s deduc1999. A copy of the Form 3115 must bgeyenue procedure provides guidance on,
tion for the benefits is subject to § 404. filed with the national office (at the ad-and how to comply with, those conditions.
Section 7001(b) of the RRA providesdress specified in section 6.02(6) of Rev.
that a taxpayer changing its method of adroc. 98-60) no later than when the taxXSECTION 2. BACKGROUND
counting to comply with § 404(a)(11) forpayer’s amended return is filed. e
its first ?axable y%gr ending aft(er)(Juli/ 22, (4) Section 7 of Rev. Proc. 98-60 doed? Interest computations in general.
1998, will be treated as making a chang®ot apply; a taxpayer does not receive (1) Section 6601(a) provides, in gen-
initiated by the taxpayer with the consen@udit protection in connection with thisgra), that if any amount of tax imposed by

of the Commissioner. It further provideschange. the Code is not paid on or before the last
tha_lt the change w_|II be made Wlth ag848 FEECT ON OTHER DOCUMENTS date prescribed for payment, mterest.on
adjustment that will be taken into accoun such amount must be paid for the period

ratably over a 3-taxable-year period be- Rev. Proc. 98-60 is modified and amfrom such last date to the date paid at the
ginning with the first taxable year endingplified to include this automatic accountunderpayment rate established under

after July 22, 1998. ing method change in the Appendix. § 6621.
A taxpayer changing its method of ac- (2) Section 6611(a) provides that inter-
counting for its first taxable year ending®RAFTING INFORMATION est must be allowed and paid on any over-

after July 22, 1998, to comply with 4 . principal author of this notice isPayment in respect of any internal revenue
§ 404(a)(11) must follow the automaticn 1ot Testoff of the Office of the Assis-t8X at the overpayment rate established
change in accounting method provisiong, \+ chief Counsel (Income Tax and acunder § 6621. Section 6611(b)(1) pro-

of Rev. Proc. 98-60, 1998-51 |.R.B. 1600unting). For further information re_vides that, in the case of a credit, interest

with the following modificgtions_: ~ garding this notice, contact Mr. Testoff afnust be allowed and paid from the date of
(1) The scope limitations in sectlon(zoz) 622-4800 (not a toll-free call). the overpayment to the due date of the
4.02 of Rev. Proc. 98-60 do not apply. amount against which the credit is taken.
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Section 6611(b)(2) provides that, in thel74, 105th Cong., 2d Sess. 62 (1998); HO2 Inapplicability. This revenue proce-
case of a refund, interest must be alloweld. Conf. Rep. No. 599, 105th Cong., 2dlure does not apply to:
and paid from the date of the overpaySess. 257 (1998). However, § 3301(c)(2) (1) the application of the net interest
ment to a date preceding the date of thef the RRA provides that § 6621(d) ap+ate of zero in § 6621(d) to interest for pe-
refund check by not more than 30 days. plies to interest for periods beginning beriods beginning after July 22, 199Be(,

) fore July 22, 1998i., interest accruing interest accruing on or after October 1,
.02 Interest rates in general. before October 1, 1998), provided certain998). The Service intends to provide

(1) For interest accruing before Januar§onditions are met. First, both periods ofurther guidance for those periods;

1, 1999, § 6621(a)(1) provides that thdmitation applicable to the tax underpay- (2) an overpayment or underpayment
overpayment rate is the federal short-terfi€nt and to the tax overpayment (as déor any period during which interest on
rate (determined under § 6621(b)) plus §cr|bed in section 2.04 of this revenughe overpayment or underpayment was
ocedure) must have been open on Julot allowable or payable by law.(.,the

percentage points. To the extent that \ ¢
overpayment of tax by a corporation ex<2: 1998. Second, the taxpayer must: - 45-day interest disallowance rule under

ceeds $10,000, the overpayment rate is the _ (@) réasonably identify and establistg 6611(e)); or

federal short-term rate plus 0.5 percent, P€rods of tax overpayments and under- (3) an offset made pursuant to
(2) Section 6621(a)(2) provides that th(Qayments: for which the net interest rate &§§ 6402(a) and 6601(f), regarding the

underpayment rate is the federal shorgEro applies, and crediting of an outstanding overpayment

term rate (determined under § 6621(b) (b) not later than December 31 ggainst an outstanding underpayment.

plus 3 percentage points. Special rules i 999, request the Secretary of the Trea-

; ry to apply § 6621(d) to such periods. SECTION 4. APPLICATION
§ 6621(c) increase the underpayment rate PROCEDURES

on large corporate underpayments. .04 Applicable periods of limitationThe

applicable periods of limitation are as fol- .01Form to file. Except as provided in

lows: section 4.06 of this revenue procedure, re-
(1) Section 6621(d), as enacted by the (1) Underpayment interesi claim for  quests for the application of the net inter-

RRA on July 22, 1998, provides that, tecredit or refund of interest paid on an unest rate of zero in § 6621(d) to interest ac-

the extent that for any period interest iglerpayment pursuant to 8§ 6601 or 660@ruing before October 1, 1998, should be

payable under subchapter A (§§ 6601 ar@enerally must be filed within 3 yearsmade on Form 843, Claim for Refund and

6602) and allowable under subchapter Bom the time the tax return was filed or Request for Abatement.

(§ 6611) on equivalent underpaymentgears from the time the interest was paid, .02 Where to file. Form 843 should be

and overpayments by the same taxpay#fhichever period expires later, pursuarfiled with the Internal Revenue Service

.03Interest for overlapping periods.

of tax imposed by the Code, the net rat® 8 6511. Center where the taxpayer filed its most
of interest under § 6621 on such amounts (2) Overpayment interestA claim for recent federal income tax return.
is zero for such period. payment of additional interest allowable .03 Label. The taxpayer should label

(2) The Conference Report, H. RON an overpayment pursuant to § 661the top of the Form 843: “Request for Net
Conf. Rep. No. 599, 105th Cong., 2dnust be filed within the 6-year period ininterest Rate of Zero Under Rev. Proc.

Sess. 257 (1998), accompanying the RRWhich a suit must be filed pursuant to 289-19.”
provides that the net interest rate of zerd-S.C. 88 2401 and 2501. See Rev. Rul. .04Filing requirements for Form 843.

is applied without regard to whether thé6-506, 1956-2 C.B. 959. (1) Line 1 should be left blank.
overpayment or underpayment is curg (2) The taxpayer may, but is not re-
rently outstanding. However, each over-SECTION 3. SCOPE quired to, place a dollar amount on Line

payment or underpayment is considered .01 Applicability. This revenue proce- 2:
only once in determining whether equivadure applies to a taxpayer that requests the  (3) Line 3 should indicate the type of
lent amounts of overpayment and undefapplication of the net interest rate of zeréax and type of return covered by the re-
payment overlap for a particular periodin § 6621(d) to interest for periods beginquest. More than one box may be
That report also provides that the net inning before July 22, 199@e.,interest ac- checked if more than one type of tax or
terest rate of zero applies even when speruing before October 1, 1998), provided:return is covered by the request. In addi-
cial rules increase the rate of interest for (1) both applicable periods of limita-tion, any taxes imposed by the Code (or
large corporate underpayments undeion described in section 2.04 of this rev¥returns for those taxes) for which there is
§ 6621(c), or decrease the rate of intereshue procedure were open on July 2210 box on Line 3 should be written in on
for large corporate overpayments undet998; that line.
§ 6621(a). (2) the periods of tax overpayments  (4) Line 4 should be left blank.

(3) Section 6621(d) generally applies tand underpayments for which the net in-  (5) Line 5 should:
interest for periods (calendar quarters) beerest rate of zero applies are reasonably (a) identify the taxable periods for
ginning after July 22, 1998.¢., interest identified and established (as described iwhich the taxpayer overpaid and under-
accruing on or after October 1, 1998)section 4 of this revenue procedure); andpaid its tax liability. A separate Form 843
SeeH. R. Rep. No. 364 (Part 1), 105th (3) the request is made not later thais not required for each separate taxable
Cong., 1st Sess. 64 (1998); S. Rep. N@ecember 31, 1999. period involved in the request;
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(b) state when the taxpayer paid the (3) states when and for what peest rate of zero in computing interest ac-
tax if the underpayment is no longer outriod(s) the refund or payment (that affectsruing before October 1, 1998, taxpayers
standing; the interest computation for the taxablenust reasonably identify and establish pe-

(c) state when the taxpayer receive@eriod under consideration) was madejods of overlapping overpayments and
a refund of tax_lf the overpayment is nand underpayments for which the net interest
longer outstanding; (4) states that, to the extent of equivrate of zero applies, and not later than De-

(d) identify and establish the pe-alent amounts of overpayment or undeicember 31, 1999, request that § 6621(d)
riod(s) for which the taxpayer's overpay-payment, the period(s) set forth undepe applied. The Treasury Department and
ment and underpayment Overlapped- F@eCtion 406(3) of this revenue procedurﬁ]e Service recognize that by December
this purpose, the taxpayer should provideas (have) not previously been applied 81 1999, some taxpayers may not be able
any background material (such as copiasbtain a net interest rate of zero und
of examination reports, notices, or priog 6621(d).
interest computations provided by the (07 Special procedure verificatioThe
Servi lating to th t i i

e(;wce) relating 0h %ov;rpayrgen S arjﬂafund or payment provided under S_eCt'OBmple, a taxpayer may not be able to pro-
underpayments. The background material 06(3) of this revenue procedure is suky; o -
is needed to assist the Service in detejgact to verification by the Service and ma 'de this final computation by December
J y 1, 1999, because the Service’'s examina-

payment and underpayment overlap, angbmputing the net interest rate of zerctgon of the taxable years involved has not

&b provide a final computation of how the
net interest rate of zero applies to interest
accruing before October 1, 1998. For ex-

the amount of such overlap; pursuant to § 6621(d). een completed or commenced.

(e) state that, to the extent of equiva- .0? Written comments a_lr'e_requested re-
lent amounts of underpayment and ovelSECTION 5. EXAMPLES garding the level of specificity necessary
payment for the period(s) identified and to reasonably identify and establish on or

. . .01 Example 1. Xs a calendar year corporation. .
established under section 4.04(5)(d) Of,q seryice examines Form 1120, Corporation before December 31, 1999, the period(s)

this revenue procedure, the period(s) hagcome Tax Return, for the 1992 and 1994 taxabifPr Which an equivalent amount of over-
(have) been used only once in a request §ears. For the 1994 taxable year, the Service detgpayment and underpayment of tax overlap
obtain the net interest rate of zero undewined thatX was entitled to a refund of $30,000.\yhen the taxpayer cannot provide by De-

6621(d); and This Service-initiated refund was made on Septemb : ;
8 (f)( r)ovide a combutation. to the eX_Zl, 1997, with interest computed from March 15(%'rember 31, _1999’ a final CompUtathn of
pr p ' U 1995, to July 29, 1997. For the 1992 taxable year, tr.peow the net m_terest rate of zero applies to
tent p0$S|b|e- of the amount of INterest Qe pyice determined thatunderpaid its income tax by interest accruing before October 1, 1998.
be credited, refunded, or abated to providgso,000. The Service sexia notice and demand for Comments should be submitted by May
a net interest rate of zero for the period(ggryment dated May 3, 1998, whiéhpaid on May 14 1999, either to:
of overlap. This computation should bd?2. 1998, with interest computed from March 15, ' .
made byF;ppIying 5 6221(d) t0 an underl993 to May 3, 1998. On April 27, 1999filed a Internal Revenue Service
d h s | Form 843 requesting the application of § 6621(d) for P.O. Box 7604
pfa_ymem year to re uce the taxpayer’s ligge overlap period from March 15, 1995, to July 29, Ben Franklin Station
bility for underpayment interest. 1997. On July 22, 1998, both the 6-year period of hi
e Lo oo . ! Washington, DC 20044
.05 Verification. The amounts used in alimitation for claiming additional overpayment inter- Attn: CC:DOM:CORP:R (IT&A
computation provided under sectiorgstonX's 1997 refund and the 2-year period of limita- Bran.ch 1)' Roorﬁ £008 ' '
4.04(5)(f) of this revenue procedure aréoﬁdforl‘ggém'”g a ref;(”d_I?LU”dfrp(?yg";md'_”ﬁtere“ electronically vin:
subject to verification by the Service and?'c " =95 Were opemwil be refunded the ditier or electronically via.

. . ence between the underpayment interest paid fytp:/Awww.irs.ustreas.gov/prod/tax regs/
may be subject to adjustment for purposes oo for the period from March 15, 1995, to July P govip —'¢d

of computing the net interest rate of zergg, 1997, and the overpayment interest computed ar? mment§ .h'trr}I .
pursuant to § 6621(d). paid on $30,000 for that period. the Service’s internet site).

.06 Special procedureNo Form 843 is .02 Example 2.The facts are the same asbg-
requireg WherF}) a computation of interesgmple 1,except that the Service seXt notice apd SECTION 7. EFFECTIVE DATE

. . emand for payment dated May 3, 1996, which . . .
using the net. interest rate.Of Zero und%raid on May 12, 1996, with interest computed from T hiS revenue procedure is effective for
§ 6621(d) for interest accruing before OCmarch 15, 1993, to May 3, 1996. On April 27, 1999taxpayer requests made not later than De-
tober 1, 1998, is requested by a taxpayerfiled a Form 843 requesting the application ofcember 31, 1999, for the application of
in connection with a return (or returns) o 6621(d) for the overlap period from March 150 ot interest rate of zero in § 6621(d) to

; ; 95, to May 3, 1996. On July 22, 1998, the 6-year .
th(? taxpayer und-er consideration by an eriod of limitation for claiming additional overpay- INterest accruing before October 1, 1998.
office of the Service. The taxpayer mu

. . ent interest oiX's 1997 refund was open, but the
furnish a letter or written statement tO_year period of limitation for claiming a refund of DPRAFTING INFORMATION
such office that: underpayment interest paid in 1996 was not open. L .
(1) states that the taxpayer is requestherefore, the net interest rate of zero under The prlnCIpal author of this revenue
ing the net interest rate of zero unde$ 6621(d) does not apply to the overlap period anprocedure is John J. McGreevy of the Of-

§ 6621(d); no adjustment will be made. fice of Assistant Chief Counsel (Income

(2) indicates the type of tax and typesecTION 6. REQUEST FOR Tax_and Acco_untmg). For further infor-
of return that affects the interest computaooMMENTS mation regarding this revenue procedure,
tion for the taxable period under consider- contact Mr. McGreevy on (202) 622-4910
ation; .01 For the application of the net inter{not a toll- free call).

March 29, 1999 12 1999-13 [|.R.B.



Part IV. Items of General Interest

Notice of Proposed Rulemaking public hearing will be held in room 2615, The collections of information in this

and Notice of Public Hearing Internal Revenue Service Building, 111broposed regulation are in 26 CFR
Constitution Avenue, NW, Washington,§81.402(f)-1, 1.411(a)-11, and 35.3405—

New Technologies in Retirement DC. 1. This information is required for no-
Plans tices to recipients of distributions from re-
FOR FURTHER INFORMATION CON- tjrement plans, individual retirement ac-

REG-118662-98 TACT: Concerning the proposed regulagzoynts, and annuities. This information
; .__tions, Catherine Livingston Fernandezy;i pe used to help recipients make in-
SSSE)[\'%ZASJ?;?M' Revenue Servicea0z) 622-6030; concerning submissiong, meq decisions regarding these distribu-

of comments and the hearing, and/or t0 gy - The collections of information are
ACTION: Notice of proposed rulemak-Placed on the building access list to atteng», yatory. The likely respondents are in-

ing and notice of public hearing. the hearing Michael L. Slaughter (202} iqua1s, business or other for-profit in-
SUMMARY: This d . i 622-7180 (not toll-free numbers). stitutions, and nonprofit institutions.

: is document contains i :
proposed amendments to the reguIatior%upp'-EMENTARY INFORMATION: rE(ésCt:)Tdaktggpitl(q);albza?;;Jnél4r7e$’(;gtgnﬁoi?g/0r
governing certain notices and consent rgs,nenyork Reduction Act Estimated average annual burden hours
quired in connection with distributions per respondent and/or recordkeeper: 76
from retirement plans. Specifically, these The collections of information CON- ninutes.

proposed regulations set forth applicableained in this notice of proposed rulemakggtimated number of respondents and/or
standards for the transmission of thosgg have been submitted to the Office ofecordkeeperS' 375 000

nOt:jQES af(ljd Cogienththrpugh electronimanagement and Budget for review in aca agency mally no't coﬁduct or sponsor
media and modity the timing require-cordance with the Paperwork Reductio - - ’
ments for providing certain distribution-Act of 1995 (44 U.S.C. 3507(d)). Com'ringoﬁei?irsr?no:‘sigg r:sgtlijcl)rr?du:;ersesri)fgﬁs-to,
related notices. The proposed regulationfents on the collection of information lavs a valid control number assianed b
provide guidance to plan sponsors and adhould be sent to th@ffice of Manage- FheyOff'ce of Management and B ?j ot y
ministrators by interpreting the notice angnent and Budget,Attn: Desk Officer for 5 Il dg lating t ueg “'
consent requirements in the context of thihe Department of the Treasury, Office o, oof S ;)r rectgr S re at'gg ota' codec-
electronic administration of retirementinformation and Regulatory Affairs, I(')C;]r; c;slagi:n;?)r:?ennglﬁay Ee::eori:gema?;-

plans. The proposed regulations affect r&yashington, DC 20503, with copies to._, : . ) ;

and participants' This document also prq:zeports Clearance Ofﬂcer, OP:FS:FaeVenUe law. Genera”y, tax returns and

vides notice of a public hearing on theSWashington DC 20224 Comments OI%’ax return information are confidential, as

proposed regulations. the collection of information should be re_reqwred by 26 U.S.C. 6103.

DATES: Written comments must be re-Ce'Ved by February 16, 1999. Commenigackground

ceived by March 18, 1999. Outlines 0]are specifically requested concerning: .
topics toybe discussed at the public heaVhether the proposed collections of in- Section 411(a)(11) of the Internal Rev-

ing scheduled for April 15, 1999, at 10/0rMmation are necessary for the prope?nue Code generally Provides that if the
a.m. must be received by March 25, 19g@€rformance of the functions of the Intervalue of a participant's accrued benefit
ADDRESSES: Send submissions toh@l Revenue Service, including whethefxceeds $5,000, the benefit may not be
CC:DOM:CORP:R (REG—118662—98),the information will have practical Utl'lty, |f‘n.med|ately dlStrIbUtEd. without the par-

Room 5226. Internal Revenue Servicel Ne accuracy of the estimated burden aicipant's consent. Section 1.411(a)-11(c)
POB 7604, i3en Franklin Station. Wash-éOCiated with the proposed collection off the Income Tax Regulations states that
ington, DC 20044. Submissions may pinformation (see below); this reqwre_zment applies until the later of
hand delivered Monday through FridayHow the quality, utility, and clarity of the normal retirement age or age 62 and re-
between the hours of 8 a.m. and 5 p.m. t§formation to be collected may be enquires that the consent be in writing. _Sec—
CC:DOM:CORP:R (REG—118662—98),hanced; tion 1411(&)—11(C)(2) of the regulatlons

Courier’s Desk, Internal Revenue SerHow the burden of complying with theprovides that the participant's consent is
vice, 1111 Constitution Avenue, NW,proposed collections of information maynot valid unless, prior to the distribution,

Washington, DC. Alternatively, taxpayerse minimized, including through the apthe participant is given an explanation of
may submit comments electronically vigdlication of automated collection tech-the plan distribution options (e.g., lump

the Internet by selecting the “Tax Regshiques or other forms of information techsum, annual installments, annuity, etc.)
option on the IRS Home Page, or by subiology; and and is advised of the right to defer the dis-
mitting comments directly to the IRS In-Estimates of capital or start-up costs antibution in a manner that would satisfy

ternet site at http://www.irs.ustreas.govtosts of operation, maintenance, and puthe notice requirement of section

prod/tax_regs/commments.html. Thehase of service to provide information. 417(a)(3).
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Section 402(f) requires that the plan adments by providing the guidance mosNotices under sections 402(f), 411(a)(11),
ministrator of a qualified retirement planfrequently requested by commentators. and 3405(e)(10)(B)
provide the recipient of an eligible roll- Additionally, in response to many of . ) )
over distribution with a written explana-the comments submitted under Anl- Use of electronic media for delivery of
tion of the direct rollover, mandatory 20-nouncement 98—62, the IRS and Treasury NOUCES
percent income tz_ax withholding, andare issuing a notice concerning the use of The proposed regulations provide that,
other relevant tax |nformat|on. Segt|orglectr0nlc medlg for geperal plan transagp general, a plan may provide a notice re-
1.402(f)-1 Q&A-2 requires that noticestions. The notice confirms that the “pa-, -

. . , - : " quired under section 402(f), 411(a)(11),
under section 402(f) be provided no lesperless” administration of participant en- : :

. ) or 3405(e)(10)(B) either on a written
than 30 and no more than 90 days beforeliments, contribution elections, aper document or through an electronic
the date of a distribution, although a parnvestment elections, beneficiary designg- edium reasonably accessible to the par-
ticipant may waive the 30-day period. tions (other than designations requiringiCipant to whom the notice is given. The

Section 3405(e)(10)(B) of the Code respousal consent), direct rollover election roposed regulations generally do r{ot cat-
quires the payor of any designated distriband certain other transactions will no . ; : . )

. . . o . ) egorize particular electronic media as ei-
ution (other than an eligible rollover dis-cause a qualified plan to fail to satisfy th?her permissible or impermissible for this
tribution) to transmit to the payee a noticeequirements of section 401(a) (or the re- : .
of the right not to have income tax with-quirements for a qualified cash or dePurpose anq-do not prescribe detailed,
held from the payment. ferred arrangement under section 401(k) .ed|a—speC|f|f: rules. - Instead, the pro-

Section 1510 of the Taxpayer ReliefThe notice is intended to apply to a broa qsed regulations set forth ggnerally ap-
Act of 1997 provides for the Secretary ofange of general plan transactions anrt’iIICabIe standards_that are mt_ended to
the Treasury to issue guidance designed &bectronic media, but it does not apply t grallel the-key attributes of notlce§ pro-
interpret the notice, election, consent, digransactions for which the Code, the regu\(Ideci on written paper documgnts without
closure, time, and related recordkeepintations, or other guidance of general ad_mposmg more stringent requirements on
requirements under the Code and the Emlicability prescribes requirements for theelec;romc notices. The use of generglly
ployee Retirement Income Security Act omedia through which such transaction’glppl'c_able st_andards_ rather than detailed
1974 (ERISA) regarding the use of newnay be conducted (for example, it derUI,es Is consistent with the comments re-
technologies by sponsors and administraot apply to providing the section 402(fCéived under Announcement 98-62.
tors of retirement plans and to clarify thenotice). Additionally, the notice does not Under the .proposed regulguons, an
extent to which writing requirementsaddress the application of Title | ofelectronic notice must be_ provided _under
under the Code relating to retiremenERISA to the use of electronic media fof® SyStem reasonably designed to give the
plans permit “paperless” transactionsany plan transactions. notice in a manner no less understandable

Section 1510 provides that the guidance _ o to the participant than a written paper
must protect participant and beneficiarFXpla”at'on of Provisions docqment. The no—Iess—l.mderst.and'able
rights. Any final regulations applicable toganeral requirement is to be applle_d taking into
this guidance may not be effective until account the method of delivery and the

the first plan year beginning at least six These proposed regulations permit thiormat and content of the electronic no-
months after issuance as final regulationsise of electronic media for the transmisiice; however, the standard is not intended
The IRS and Treasury issued Ansion of certain notices and consent rd® require that the electronic notice be
nouncement 98-62, 199829 I.R.B.13, tquired for distributions from qualified identical in form or content to a corre-
request comments from interested menplans. Using flexible standards — rathepPonding notice provided on a written
bers of the public concerning the developthan detailed requirements — the proPaper document (although an electronic
ment of the guidance described in sectioposed regulations: notice must contain all the information
1510. Announcement 98-62 solicited in-  Permit electronic delivery of the no-that would be required if the notice were
formation on the kinds of electronic or  tice of distribution options and theprovided on a written paper document).
“paperless” technologies used by spon- right to defer under section 411(a)- The IRS and Treasury would expect
sors and administrators in plan adminis-  (11), the rollover notice under sectiorthat provision of notices through e-mail or
tration, identified a number of specific ~ 402(f), and the voluntary tax with-a plan web site would in most cases sat-
legal and practical issues for comment, holding notice under section 3405(e)isfy the no-less-understandable require-
and requested that commentators identify ~ (10)(B); ment under well designed systems. How-
the issues most in need of administrative « Permit participant consent to a distriever, the IRS and Treasury expect that the
guidance. Commentators generally en-  bution under section 411(a)(11) to b@mount and nature of the information that
couraged the IRS and Treasury to issue given electronically; and must be provided in the section 402(f) no-
guidance facilitating the use of new tech- « Permit a plan to provide the sectioriice would preclude oral delivery of the
nologies in plan administration, particu-  411(a)(11) and section 402(f) noticedull section 402(f) notice through a tele-
larly the use of electronic technologies for  more than 90 days before a distribuphone system. By contrast, the amount
transmission of the notices and consent tion, if the plan provides a summaryand nature of the information required in
required for plan distributions. These  of the notices within 90 days beforethe notice under section 3405(e)(10)(B) is
proposed regulations respond to the com- the distribution. such that the no-less-understandable stan-
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dard may be met by a notice providedavhether a participant will in fact be able tasimple distribution options to provide the
through a telephone systémWhether a generate the paper version of the notice. gection 411(a)(11) notice through a vari-
section 411(a)(11) notice may be prowritten paper notice furnished on requegsty of electronic media, including (in
vided through a telephone system will dereed not contain precisely the same infornany cases) automated telephone sys-
pend on the complexity of the plan distrination or be presented in the same form&ms. This will make it easier for those
bution options. A plan with a few simpleas the notice delivered through an eleglans to provide the notice within the
distribution options could provide, tronic medium. Rather, the written pape90/30-day period (for example, by pro-
through a well designed telephone sysiotice (like the electronic notice) neediding the notice when a participant re-
tem, a section 411(a)(11) notice that isnly satisfy the applicable legal requirequests a distribution through the auto-
just as understandable as a notice prments regarding that notice. mated telephone system). Similarly,
vided on a written paper document; a plan These generally applicable standardglans with more numerous or more com-
with more numerous or more complexXor electronic notices are illustrated byplex distribution options that use an
distribution options may not be able teseveral examples. The examples illustraigmail system or a web site may provide
satisfy the no-less-understandable stamhether certain uses of electronic techthe notice when a participant requests a
dard in that manner. nologies satisfy the proposed regulationsjistribution through the e-mail system or
The IRS and Treasury believe that pabut they are not intended to constitute athe web site.
ticipants should be able to receive a writexhaustive list of permissible uses, sys- The proposed regulations also provide
ten paper notice from the plan on requetems, or media. Other uses, systems, fgxibility with respect to the 90-day pe-
and that the right to receive a writtermedia (whether extant, such as CD-ROMjod by providing an alternative timing
paper notice is an important safeguard farr touch-screen kiosk, or not yet develryle under sections 402(f) and 411(a)(11).
participants. Many of the comments suboped) that satisfy the applicable standardgnder this alternative timing rule, a plan
mitted under Announcement 98-62would be permitted. may give the full section 402(f) and sec-
strongly supported this proposition. Cer- To conform the rules for providing thetion 411(a)(11) notices more than 90 days
tain participants may be unable to usgection 411(a)(11) notice to the standardsefore the distribution and provide the
paperless technologies in an effectivéescribed above, the proposed regulatiopgticipant a summary of the notice dur-
manner, particularly as these new tectemove from the existing regulations thgng the 90/30-day period. The full notice
nologies emerge and change rapidly. Iféquirement that the section 411(a)(1%} not required to be provided on a regular
such cases, the right to receive a notice diptice be received “in a manner thagerigdic basis and could be provided in
a written paper document may be neceg:ould satisfy the notice requirements 0Eonnection with other materials (for ex-
sary to ensure that the participant has &@&ction 417(a)(3).” Also, while they dogmpe, in the summary plan description or
adequate opportunity to deliberate aboutot remove references in the existing regy 5 prochure describing plan distribution
his or her rights and options (and to seelRtions to the “written” section 402(f) N0-fea¢res), but it must be updated (and pro-
advice from third parties, if desired). Intice (because the statutory provisions Qfijeq tg the participant) as necessary to
accordance with these considerations, tlﬁ;eCtion 402(f) SpeCiﬁca”y refer to a “writ- ensure accuracy as of the time the sum-
proposed regulations provide that a paiten” notice), the proposed regulations prog,a vy is provided.
ticipant who is given a legally requiredvide for the electronic transmission of the The summary of the notice must set
notice through an electronic medium b&ection 402(f) notice and modify the M-, 4, 1o material provisions of the notice
advised at the time the notice is given thd®g requirement for providing that notice. ¢ refer the participant to the most -

Eseogihz wﬁ:’teriqszste?féigiﬁlevri tgf r']"g_' Flexibility for timing requirementin  CeNt occasion on which the full notice was
providing notices provided (and, in the case of a notice pro-
charge. vided in a document — such as the sum-
Because of its potential significance to The proposed regulations modify thenary plan description — that contains
individuals, this written paper notice mustiming requirement for providing the sec-other information, must identify that doc-
be a copy that participants can retain fafon 402(f) and section 411(a)(11) noticesument and must indicate where the notice
their own records (thus, a posted copy iginder existing regulations, those noticegay be found in that document), and must
not adequate). Merely making paper nanmust be provided no less than 30 days ar@ivise the participant of the right to re-
tices available through the electroniqio more than 90 days before the date offuest and receive a full notice without
medium used to deliver the notice or andistribution, although a participant is percharge. The plan could make this full no-
other electronic medium (for example, bymitted to waive the 30-day peri@dAs tice available through an electronic
including a “print” option on an e-mail discussed above, the proposed regulatioffedium under a system that satisfies the
system or a web site) is not adequate bgermit plans with comparatively few andstandards discussed above if it also offers

cause of the uncertainty in determining the participant the option to request the
. — 5 — _ _ ~ full notice on a written paper document.
_ ! The permissibility under the proposed regula The timing requirements and waiver provisionyhather written or electronic, the full no-

tions of providing the section 3405 notice througtor purposes of the section 411(a)(11) notice are pf?r it ted b ided with

an electronic medium is not limited to qualifiedvided in Treasury Regulations §§1.411(a)-11(c)liCE, IT requested, must be provide \_N' B
plans described in section 401(a); rather, it applie(2)(ii) and (iii), which are part of final regulations OUt charge no fewer than 30 days prior to
with respect to any payor under section 3405. published in T.D. 8796, 19994 |.R.B..16 the date of the distribution (although the
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participant may waive this 30-day pe- 1. Youwill receive only 80% of the payment, be- The proposed regulations provide that
riod). cause the plan administrator is required tharticipant consent transmitted through an

. i 0, i . . .
In the case of the section 411(a)(11) no-  Vithhold 20% of the payment and send it Loy 4 nic medium must be given under a

the IRS as income tax withholding to be cred-

tice, the summary will consist of a state-  jieq against your taxes. system th_at i.s_reasonably designed to pre-
ment that the participant has a right to 2. Your payment will be taxed in the current yeaclude an individual other than the partici-
defer receipt of the distribution (if applic- unless you roll it over. You may be able to uspant from giving the consent and that pro-

able) and a summary of the plan distribu- ~ Special tax rules that could reduce the tax yoyjdes the participant a reasonable
tion options. In the case of the section gwe' However, if you receive the paymenty o ity to review and to confirm,
. efore age 59-1/2, you also may have to pa . . L

402(f) notice, the summary must summa- ., additional 10% tax. ?’nodlfy, or rescind the terms of the distrib-
rize the principal provisions of the section 3. You can roll over the payment by paying it toution before the consent to the distribu-
402(f) notice. The use of electronic  your IRAor to another employer plan that action becomes effective. The proposed
media to provide these summaries is sub- ~ cepts your rollover within 60 days of receiv-regulations do not set out specific rules
ject to the same generally applicable stan- ':é’t ?:Qii?ﬁ:iﬁ J:jtzﬂ’eoﬁrgurt"gf?hg‘i;"g':regarding adequate identification or au-
dards that apply to the electronic trans- employer plan. thentication of participants; the IRS and
mission of the full section 411(a)(11) and 4. If you choose to have your Plan benefits paid feasury note, however, that many com-
section 402(f) notices, as described toyou and you want to roll over 100% of thements submitted under Announcement
above. In contrast to the full section payment to an IRA or an employer plan, YOUQ8—62 confirmed that “paperless” systems
402(f) notice, however, the IRS and Trea- m_UAiTE ';:-!NEDZC?’/:?EET'\\;IV?S\I\EVTTTHaET_E- ordinarily use passwords and personal
sury believe that the summary of the sec- you roll over only the 80% that you . Identification numbers to ensure partici-
tion 402(f) notice can be provided orally ceived, you will be taxed on the 20% that wadd@nt identity in plan transactions.

through a well designed telephone system  withheld and that is not rolled over. The requirement that a participant be
in a manner no less understandable thaf\(éh can find a complete explanation of these rulegiiven a reasonable opportunity to review
written paper summary. The followingas well as additional rules that may apply in speci@nd to confirm, modify, or rescind the
summary, based on the summary set fortircumstances, beginning on page x of your Sunterms of a distribution before his or her
in Notice 92-48, 1992-2 C.B. 377, is arfary Plan Description. You can also obtain a fregonsent becomes effective is not intended
example of a section 402(f) summary thafoPy of the complete explanation from the Persony, require a mandatory rescission period

may be provided through an automateael Office. after a transaction has been completed; it
telephone system: If you wish to have a free copy of the complete exis sufficient for the plan to provide this
planation mailed to you, press 1. opportunity immediately before the par-

Summary of Notice Regarding

Important Tax Information If you wish to hear this explanation again, press 2. ticipant completes the session in which

. . . . the consent is given (for example, before
The following is a brief explanation of an importantIf you wish to end this transaction now, without re-__ h | i h f
questing any distribution, press 3. exiting the plan web site or at the end o

decision you must make about any distribution you an automated telephone transaction). The
request from the Plan. Please listen to it carefullyf you wish to continue with this transaction, press 4 . . .
You can find a more complete written explanation of Opportunity to review and to confirm,

these rules in the Summary Plan Description for th€onsent under section 411(a)(11) modify, or rescind the terms of the distrib-
Plan, beginning on page x. You can obtain a free ution may be compared to a participant’s
copy of the completg explanation from th_e Person- The proposed regulations provide thabpportunity to review the terms of a dis-
negof;ﬁ?' or you W't” have atntoflport“n'ty at thﬁin general, a plan may receive a particitribution on a written paper distribution
enao IS message 10 request (o have a copy mail , f . . . s
to you. g a y 5%nts consent either on a written papeslection form prior to submitting that
o document or through an electronianritten paper form to the plan.
A F?Iaym‘?tm ftmm tfheAP'a” m"?t’hbf e"l‘?"%'le I‘"medium reasonably accessible to the par- Many comments submitted under An-
rollover treatment. paymen at Is eligiole fTor .. . . - . . .-
“rollover” can be taken in two ways. You can havet!mpam' As in the case of pamupant nonouncement 98_62. md_lcated that. itis a
ALL OR ANY PORTION of your payment either (1) tiCES, the proposed regulations generallyery common practice in electronic plan
PAID IN A “DIRECT ROLLOVER” or (2) PAID dO not categorize particular electroni@dministration to provide participants
TO YOU. media as either permissible or impermiswith confirmations (usually written con-
Arollover is a payment of your Plan benefits to you,sible_for this purpose gnd do not prescribirmations) of plan transactions. The re-
individual retirement arrangement (IRA) or to an-detailed, media-specific rules. Insteadseipt of a confirmation is, for the partici-
other employer plan. This choice will affect the taxhe proposed regulations set forth genepant, analogous to the opportunity to
you owe. ally applicable standards for transmittingetain a photocopy of a written paper dis-
If you choose a DIRECT ROLLOVER consent through electronic media. Théibution election form. Consistent with
1. Your payment will not be taxed in the currentstandards are intended to parallel the kejjese comments, the proposed regula
, and no "100’,""ebtax W'g b‘z _""'”;:‘e'td- attributes of participant consent providedions provide for the plan to give the par-
. Your payment wi e maade directly to your . . . .. . .
IRA or, if you choose, to another employelron yvrltten paper_documents_wnhout |m{|(_:|pgnt a conﬁr_ma_ttlon of the terms of the
plan that accepts your rollover. posing more stringent requirements odistribution V\_/lt_hm a reasqnable time
3. Your payment will be taxed later when youelectronic consents. To conform the exafter the participant has given consent
take it out of the IRA or the employer plan.  jsting regulations to this change, the prothrough an electronic medium. However,
If you choose to have your Plan benefits PAID Td?0S€d regglgtions remove the reqqiremetfhe confirma.tior) of .the participant’s con-
YOU that a participant’s consent be “written.” sent to the distribution generally need not
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be given through a written paper docuen those issues has not been issued at tRisliance

ment; it may be given through any electime because any use of electronic media "

tronic medium that would satisfy the profor those purposes — as well as for the no- P1an sponsors and administrators may
visions of the proposed regulations fotice requirements of sections 401(k)(12§€!y on these proposed regulations for
delivery of the section 411(a)(11) noticeand 401(m)(11) (pertaining to the safe ha@uidance pending the issuance of final
(Thus, if the confirmation is given bor methods of satisfying the nondiscrimifégulations. If, and to the extent, future
through an electronic medium, the partichation requirements of sections 401 (k§uidance is more restrictive than the guid-
ipant must be given the right to requesand (m)) and the notice requirements gtCe I 'Fhese proposed regullatlons., the fu-
and to receive the confirmation on a writsection 204(h) of ERISA — would raiseture guidance will be applied without
ten paper document.) Additionally, thesubstantial issues distinct from thoséetroactive effect.

confirmation need not be given as a sep#dised by the use of electronic media fop, ,,qe Effective Date

rate transaction. For example, the confithe notice and consent requirements of

mation could be given immediately beSections 402(f), 411(a)(11), and 3405(e)- These regulations are proposed to be
fore completion of a session conductel0)(B). The IRS and Treasury will be reeffective the first day of the first plan year
on a plan web site. Alternatively, a plarviewing those issues and will considebeginning on or after the date that is six
could provide the confirmation by re-whether guidance should be issued in th@onths after they are published in the
flecting the transaction in a participant'suture. Federal Registeras final regulations.

periodic account statement (provided that Several comments also requested guid-
the confirmation is given within a reason&nce regarding the use of electronic medfgpecial Analyses

; for withholdin lections under ion . . .
able time after the conseri). or withholding elections under sectio It has been determined that this notice

As with notices, the general standardg405. The IRS and Treasury are issuing, proposed rulemaking is not a signifi-
for the section 411(a)(11) consent are ji9uidance permitting payors to establisft_ "= =" - : defined in EO
; stems to receive Form W-4P (Withhold- gulatory action as defined in
lustrated by several examples intended &/ S ) . 12866. Therefore, a regulatory assess-
describe in broad terms certain uses ¢f9 Certificate for Pension or Annuity ent is not required. It is hereby certified
lectronic technologies that would satis _ayment_s) _electronlcally. Interested par’ duiree. Y ;
tehe proposed regulations. The examplféz{'ses are invited to submit comments Cont'h?t thfse regulations Wlt” not ha\éeta s:g;
illustrate consent given through e-mail; - 9 what, if any, additional guidance Ies’ SEOTOG ITHES 07 & SDS Za
. give 9 is needed concerning the use of electronfmber of small entities. This certifica-
web sites (Internet or intranet), and autoq, o ;- o1 withholding elections undertion is based on the fact that the regula-
mated telephone systems and clarify that, i, 3405. tions provide paperless alternatives to no-
a participant may consent to a distribution gy eral comments submitted under Artices that otherwise must be sent as
orally through an automated telephongq ncement 98-62 addressed recordkeeptitten paper documents. It is anticipated
system. The examples are not intended fQy ynder section 6001 for electronic plathat most small businesses affected by
constitute an exhaustive list of permissiagministration. Revenue Procedure 98these regulations will be sponsors of re-
ble uses, systems, or electronic media 95 199811 I.R.B. 7, specifies the basitirement plans. Since these notices are
to imply that other uses, systems, or eleg¢equirements that the IRS considers to berovided only upon distributions and
tronic media (whether extant or not yekssential in cases where a taxpayersince, in the case of a small plan, there
developed) would fail to satisfy the prorecords are maintained within an Autowill be relatively few distributions per
posed regulations. matic Data Processing system. Undefear, small plans that implement a paper-
section 3.01 of Revenue Procedure 98ess system for delivering these notices
25, these requirements apply to employegill likely contract for them as part of a
A few comments submitted under AnPlans. Additionally, Revenue Procedurgyaperless system for distributions offered
nouncement 98-62 requested guidance gf 22, 1997-1 C.B. 652, provides gu'?}gﬁl outside vendors. The paperless deliv-
the use of electronic media for waivers o€ {0 taxpayers maintaining books angry of the notices will only add a minor
the qualified joint and survivor annuityrecords by using an electronic storaggcrement to the cost of these paperless
and the qualified preretirement survivorYSteM that either images their hardcopyistripution systems or the plan sponsor
annuity, spousal consent, and related e’ﬁge?irr)ecgn?o&ﬁizae%dbr(;eglgs;rdasr; dorretcrgrr:jssfetr\ﬁi" continue to use a paper-based system.
planations under section 417. Guidancg electropnic storage medium, such 2 RCCOYQ'”_Q'V, a Regulatory Flexibility
tical disk. Under section 3,02 of Revfi}#:haIySIS IS not required. Purs_uant t_o see
3 Several commentators requested that guidanop : : tion 7805(f) of the Code, this notice of

on electronic plan administration clarify that partici-(éem'le Procedure 97-22, the requiremen ?oposed rulemaking will be submitted to

pants need not receive written paper confirmation & that revenue procedure apply employet%e Chief Counsel for Advocacy of the

every plan transaction conducted through an ele@lans. The IRS and Treasury invite inter : o :
) ) S . . : mall Busin Administration for com-
tronic medium (such as an inquiry regarding a paested parties to submit comments on Whas.t all Business Ad stration for co

ticipant's account value). The IRS and Treasurgpeciﬁc guidance is needed Conceming]em on its impact on small business.
note that (apart from the provision of the proposeflecordkee ing reguirements for electroni . .
regulations described above) neither the Code norIan adenngtrat?on in addition to that@:omments and Public Hearing

the regulations impose a requirement to providQ . . .
confirmation (written or otherwise) of plan transacProvided in Revenue Procedures 98-25 Before these proposed regulations are

tions conducted through an electronic medium. ~ and 97-22. adopted as final regulations, considera-

Other transactions and recordkeeping
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tion will be given to any electronic andPART 1—INCOME TAXES (b) This paragraph (b) is satisfied if the
written comments (a signed original and o plan administrator—
eight (8) copies) that are submitted timely Paragraph 1. The authority citation for (1) provides a distributee with the
to the IRS. The IRS and Treasury specifif@rt 1 continues to read, in part, as folsection 402(f) notice;

cally request comments on the clarity ofows: ) (2) Provides the distributee with a
the proposed regulations and how it may Authority: 2_6 U.S.C. 7805 *_* * summary of the section 402(f) notice
be made easier to understand. All com- Par. 2. Section 1.402(f)-1 is amendegithin the time period described in para-
ments will be available for public inspecY: o graph (a) of this Q&A-2; and
tion and copying. 1. Revising Q&A-2. (3) If the distributee so requests after
A public hearing has been scheduled 2- Adding Q&A-5 and Q&A-6. receiving the summary described in para-
for April 15, 1999, at 10 a.m. in room The revision and additions read as folgraph (b)(2) of this Q&A-2, provides the
2615, Internal Revenue Service Building!OWs: section 402(f) notice to the distributee

1111 Constitution Avenue, NW, Washing-_§1_402(f)_1 Required explanation of without charge and within the period

ton, DC. Due to security procedures, visijigiple rollover distributions: questions specified in paragraph (a) of this Q&A-2

tors must enter at the 10th Street entranc, (disregarding the 90-day period described
located between Constitution and Penn{gimd AnSwWers. in paragraph (a) of this Q&A-2). The
sylvania Avenues, NW. In addition, all *okok k% summary described in paragraph (b)(2) of
visitors must present a photo identifica- this Q&A-2 must set forth a summary of

tion to enter the building. Because of ac- Q-2: When must the plan administratoghe principal provisions of the section
cess restrictions, visitors will not be agProvide the section 402(f) notice to a disz02(f) notice, must refer the distributee to
mitted beyond the immediate entrancdPutee? . the most recent occasion on which the
area more than 15 minutes before the "> The plan administrator must pro-section 402(f) notice was provided (and,
hearing starts. For information abou'de the section 402(7) notice to a distibin the case of a notice provided in any
having your name placed on the building/l€€ 8t @ time that satisfies either paratocument containing information in addi-
access list, see the “FOR FURTHER INJraPh (a) or (b) of this Q&A-2. _ tion to the notice, must identify that docu-
FORMATION CONTACT" section of (@ Paragraph (a) of this Q&A-2 is satment and must indicate where the notice
this preamble. isfied if the plan administrator provides amay be found in that document), and must
The rules of 26 CFR 601'601((,31)(3)d|str|butee with the section 402(f) noticesdvise the distrib_utee that, upon req_uest, a
apply to the hearing. no less than 30 days and no more than @@py of the section 402(f) notice will be
Persons that wish to present oral confidys Pefore the date of a distributionprovided without charge.
ments at the hearing must submit WritteF'OW_ever’ if the d!strlbutee, afte_r havmg X ok ok x ok
comments and an outline of topics to b ecglved the secthn ‘.102@ notice, aff!r-
discussed and the time to be devoted gatively elects a distribution, a plan will 5 5. \yij| the requirements of section
each topic (signed original and eight (gi°t fail to satisty section 402(f) merely,n5 ¢y e satisfied if a plan administrator
copies) by March 25, 1999. ecause the distribution is made less thafyqiges a distributee with the section
A period of 10 minutes will be allotted 30 days after the section 402(f) notice wagny ) notice or the summary of the notice
to each person for making comments.  Provided to the distributee, provided thgjescriped in paragraph (b)(2) of Q&A-2
An agenda showing the scheduling oP'an administrator clearly indicates to they this section other than through a writ-
speakers will be prepared after the deadistributee that the distributee has a rightn paper document?
line for receiving outlines has passedt.o consider t_he decision of whether or not a_s. A plan administrator may provide
Copies of the agenda will be availabld® €lect a direct rollover for at least 30, gistributee with the section 402(f) notice

free of charge at the hearing. days after the notice is provided. Ther the summary of that notice described in
plan administrator may use any method tgaragraph (b)(2) of Q&A-2 of this section
Drafting Information inform the distributee of the relevant timeijther on a written paper document or

The principal author of these re uIa-periOd' provided that the method is reahrough an electronic medium reasonably
princip 98 5onably designed to attract the attentiogccessible to the distributee. A notice or

tions is Catherine Livingston Fernandezof the distributee. For example. this in . .
Office of the Associate Chief Counsel . ple, summary provided through an electronic

ormation could be either provided in th i i
(Employee Benefits and Exempt Organiz p &nedium must be provided under a system

: ; Section 402(f) notice or stated in a sepahat satisfies the following requirements:
zations), Internal Revenue Serylce. HOWr'ate document (e.g., attached to the elec- (a) The system must be reasonably de-
ever, personnel from other offices of thg;,, form) that is provided at the samesigned to provide the notice or summary
IRS and Treasury Department partiCiyimg a5 the notice. For purposes of satisn a manner no less understandable to the
pated in their development. fying the requirement in the first sentencelistributee than a written paper document.
*okok k% of paragraph (a) of this Q&A-2, the plan (b) At the time the notice or summary is
Proposed Amendments to the Regmaﬁor%dmi_nistrator may SL_Jbstitute the f_:lnnuit]orovided, t.he.distributee must be advised
starting date, within the meaning ofthat the distributee may request and re-
Accordingly, 26 CFR parts 1 and 35 ar&1.401(a)—20, Q&A-10, for the date ofceive the notice on a written paper docu-

proposed to be amended as follows: the distribution. ment, and, upon request, that document
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must be provided to the distributee at no Plan C's records in order for the transaction to  The revisions and additions read as fol-
charge. proceed. If a participant changes his or her PIN, tl]%ws:
articipant may not proceed with a transaction until

Q-6: Are there examples that iIILjStrat%Ian C has sent confirmation of the chan icti i
o ge to thgq 411(a)-11 Restriction and valuation of
the provisions of Q&A-2 and Q&A-5 of paricipant. Plan C provides the section 402(f) ncl;§ (@)

this section? tice in the summary plan description, the most receistributions.
A-6: The following examples illustrate version of which was distributed to participants in x % % % %

the provisions of Q&A-2 and Q&A-5 of 1997. A participant may request a distribution from
this section: Plan C by following the applicable instructions on () * * *

the automated telephone system. In 1999, a partici- (2) Consent (I) No consent is valid un-

Example 1. A gualified plan (Plan A) permits Pant using Plan C’s automated telephone system, .. .
P 5, plan ( )P requests a distribution that is an eligible rollover dis'€SS the participant has received a general

articipants to request distributions by e-mail. . .
FLJJnder FIJDIan As sys?em for such transactigns a pa}r_ibution. The automated telephone system refedescription of the material features of the

ticipant must enter his or her account number aniji® Participant to the most recent occasion on whicoptional forms of benefit available under
personal identification number (PIN): this informa-IN€ Section 402(f) notice was provided in the sumthe plan. In addition, so long as a benefit

tion must match that in Plan A's records in order fof"Y Plan description, informs the participant whergg immediately distributable, a participant

the transaction to proceed. If a participant chan ége section 402(f) notice may be located in the sum- i i i
his or her PIN, thepparticipant maF;/ not Eroceed odmary plan description, and provides an oral sumflUSt be informed of the right, if any, to

a transaction until Plan A has sent confirmation of 21 Of the material provisions of the section aoz(flefer receipt of the distribution. Further-
the change to the participant. If a participant rehotice. The system also advises the participant thatore, consent is not valid if a significant

quests a distribution from Plan A by e-mail and thd"® Participant may request the section 402(f) noticgetriment is imposed under the plan on

distribution is an eligible rollover distribution, the O & Written paper document and that, if the pal't'C'é_ny participant who does not consent to a
plan administrator provides the participant with

a‘oant S0 requests, the written paper document will bg_ ibuti Wheth iqnifi
section 402(f) notice by e-mail. The plan adminisprovided at no charge. Before proceeding with th Istribution. ether or not a significant
trator also advises the participant that he or she m

distribution, the participant must acknowledge comdetriment is imposed shall be determined
request the section 402(f) notice on a written papd} chension of the sErrt]mary. tl.JndertI;’Ian Cts_ ;ystet’lny t.he Comm|SS|on§r by examining the
document and that, if the participant so requests, tdgrtplr)oiessm_ﬁ suc (;ansac |onsih egpoaglupan Eartlcmaf facts and circumstances.
written paper document will be provided at no istribution will be made no more than ays an

no fewer than 30 days after the participant requests * Kk x Kk ok

charge. To proceed with the distribution by e-mailth distributi d ves th fh
the participant must acknowledge receipt, review, € distribution and receives the summary of Ine sec

and comprehension of the section 402(f) nOtiCetlc())nd402(f)r_n(zjtlceé:mr:eésdthe psrttu:fp?r;t Wat|yes :Ee _(iii) A_ plan must .provide a .p_artic.:ipar?t
Plan A does not fail to satisfy the notice requiremen% day period). Pla oes not fail to satisty ey notice of the rights specified in this
of section 402(f) merely because the notice is pr notice requirement of section 402(f) merely becauseara raoh (C)(2) at a time that satisfies ei-
vided to the participant other than through a Writteor?lan C provides a summary of the section 402(f) nd orap i
paper documrzent P 9 tice or merely because the summary is provided #1er paragraph (c)(2)(iii)(A) or (B) of this
Example 2. A qualified plan (Plan B) permits Lhoilf;gln?pam other than through a written papesection: . .
participants to request distributions through the Plan™= o o e (A) Th|5 paragraph (-C)(2)(|||)(A) !S_Sat'
B web site (Intemet or intranet). Under Plan B's, pie 4. me asxample jsfiaq if the plan provides a participant
system for such transactions, a participant must’ except that, pursuant to Plan C's system for pro . h i f the righ ified in thi
e?/]ter his or her account numbe,r an?i ersgnal iden{“i-eSSing such transactions, a participant who so rg\llt notice O The nights specied 1n this
fication number (PIN): this informatior? Tust matcnduests is transferred to a customer service represeri@@ragraph (c)(2) no less than 30 days and
) ; o ~tive whose conversation with the participant ino more than 90 days before the date the
that in Plan B’s records in order for the transactlorrlecorded The customer service representative Dreretri . .
to proceed. If a participant changes his or her P”\\l/ides thé summary of the section foz(f) notice %mstr.lputlon Commen(?es' HO\_Never' .If the
the participant may not proceed with a transaction . .. Y Participant, after having received this no-
until Plan B has sent confirmation of the change t(r)eadlng from a prepared text. Plan C does not fail ffi tively elect distributi
the particioant. A particioant may re uestadistgribusatiSfy the notice requirement of section 402(f ice, a_ Irma 'V(_ay e e(‘j S a dismbution, a
r npﬂ_ mpPI . BFE) p IFI) i tyh q licable in merely because Plan C provides a summary of tlan will not fail to satisfy the consent re-
lon tro a y following the applicable IN- oo inn 402(f) notice or merely because the summaguirement of section 411(a)(11) merely
structions on the Plan B web site. After the part'C'bf the section 402(f) notice is provided to the partici istri i
pant has requested a distribution that is an eligibleant other than through awrittpen aner docur‘ﬁent because the distribution _Commences_less
rollover distribution, the participant is automatically” 9 hap * than 30 days after the notice was provided
h th b sit taini i Example 5.The facts are the same a€ixample th tici t ided th | d
Snown & page on the Web Sfie containing a Sectof except that Plan C does not provide the sectiofP the participant, provide € plan ad-

402(f) notice. Although this page of the web Sit€)y, ' vice in the summary plan description. InMinistrator clearly indicates to the partici-

may be printed, the page also advises the participa| h lenh h . ;
that he or she may request the section 402(f) noti Ubad, the automated telephone system reads the gpant that the participant has a right to at

§fon 402(f) notice to the participant. Plan C does nde i
- m : " : ast 30 days to consider whether to con-
on a written paper document and that, if the partICIéatisfy the notice requirement of section 402(f) b%ent to the distribution

pant so requests, the written paper document will b(Seral delivery of the section 402(f) notice through the

provided at no charge. To proceed with the diStribuéutomatedr)t/elephone system ® g (B) This paragraph (c)(2)(iii)(B) is sat-
tion through the web site, the participant must ac- ' isfied if the plan—

knowledge review and comprehension of the section pay 3 gection 1.411(a)-11 is amended (1) Provides the participant with notice
402(f) notice. Plan B does not fail to satisfy the no; f the right ified in thi h
tice requirement of section 402(f) merely becaus?y' 0 € rgnts specimed In this paragrap

the notice is provided to the participant other than 1. Revising paragraphs (c)(2)(i) andc)(2);
through a written paper document. (iii). (2) Provides the participant with a sum-
Example 3. A qualified plan (Plan C) permits 2 Adding paragraphs (f) and (g). mary of the notice within the time period

participants to request distributions through Plan C's 3 - pemoving the language “Writtendescribed in paragraph (c)(2)(iii)(A) of
automated telephone system. Under Plan C's sys- " b . L
tem for such transactions, a participant must ent«-{‘;rOnsent in paragraph (c)(2)(ii) and (c)(3)his section; and

his or her account number and personal identificc@nd adding the language “Consent” in its (3) If the participant so requests after

tion number (PIN); this information must match thafplace. receiving the summary described in para-
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graph (c)(2)(iii)(B)@) of this section, pro- than the participant from giving the con-enter his or her account number and personal identi-

vides the notice to the participant withoutent. fication number (PIN); this information must match

L . o . .. . that in Plan B’s records in order for the transaction
charge and within the period specified in (i) The system must provide the pars, proceed. If a participant changes his or her PIN,

paragraph (c)(2)(iii)(A) of this section ticipant with a reasonable opportunity tQne participant may not proceed with a transaction
(disregarding the 90-day period describerkview and to confirm, modify, or rescinduntil Plan B has sent confirmation of the change to
in paragraph (c)(2)(iii)(A) of this section).the terms of the distribution before theahe participant. A participant may request a distribu-
The summary described in paragrapbonsent to the distribution becomes effion from Plan B by following the applicable instruc-

. . . tions on the Plan B web site. After the participant has
(C)(Z)(”')(B)(Z) of this section must ad- fective. requested a distribution, the participant is automati-

vise the pgrticipant of. thg right, if any, to (iii) The system must provide the parajy shown a page on the web site containing a sec-
defer receipt of the distribution, must seticipant, within a reasonable time after théon 411(a)(11) notice. Although this page of the web
forth a summary of the distribution op-consent is given, a confirmation of thesite may be printed, the page also advises the partici-

tions under the plan, must refer the particerms (including the form) of the distribu-P2nt that he or she may request the section 411(2)(11)
ipant to the most recent occasion otion either on a written paper document onOtlce on a written paper document and that, if the
p pap ;5articipant SO requests, the written paper document

which the notice was provided (and, irthrough an electronic medium under &;i be provided at no charge. To proceed with the
the case of a notice provided in any docuwsystem that satisfies the requirements afstribution through the web site, the participant must
ment containing information in additionparagraph (f)(1) of this section. acknowledge review and comprehension of the sec-
to the notice, must identify that document (g) Examples.The provisions of para- 0" 41L(@)(11) notice and must consent to the distri-

L . . . . bution within the time required under section
and must indicate where the notice magraph (f) of this section are illustrated by411(a)(11). The web site rfquires the participant to

be found in that document), and must adhe following examples: review and confirm the terms of the distribution be-
vise the participant that, upon request, a -~ _ fore the transaction is completed. After the partici-
copy of the notice will be provided with- Et_xa_‘mplf 1t. A quahfletddpliln_b(Ptl_an A)bpermlts_lpant has given consent, the Plan B web site confirms
out charge participants to request distributions by €-mallhe gistribution to the participant and advises the par-
' Under Plan As system for such transactions, a pafisinant that he or she may request the confirmation

* * % % ticipant must enter his or her account number ang 5 written paper document that will be provided at
personal identification number (PIN); this informa-,, charge. Plan B does not fail to satisfy the notice

. . tion must match that in Plan A's records in order fop, ~onsent requirement of section 411(a)(11) merely
(f) Medium for notice and CONSEAt the ransaction to proceed. If a participant chang§sscause the notice and consent are provided other

(1) Notice. .The .HOtiCE of a participant’s.his or her PIN, the participant may not proceed Withhan through written paper documents.
rights described in paragraph (c)(2) of this transaction until Plan A has sent confirmation of Example 4. A qualified plan (Plan C) permits

section or the summary of that notice dehe change to the participant. If a participant reparticipants to request distributions through Plan C's
scribed in paragraph (©)(2)(iii) (B of quests a distribution from Plan A by e-mail, the plary tomated telephone system. Under Plan C’s sys-

. . . . administrator provides the participant with a sectioRem for such transactions, a participant must enter
this section may be provided either on @y;()(11) notice by e-mail. The plan administratops or her account number and personal identifica-

written paper document or through aniso advises the participant that he or she may rgon number (PIN); this information must match that
electronic medium reasonably accessiblguest the section 411(a)(11) notice on a writtefh pjan C’s records in order for the transaction to

to the participant. A notice or summaryPaper document and that, if the participant so rgsroceed. If a participant changes his or her PIN, the
provided through an electronic mediun‘g?ﬁztscyh?rzgm}lfgnpFoiieerddv?/(i:tﬂﬁgtd\i,:tlliEjt%r:\gj‘;gaarti(:ipam may not proceed with a transaction until
must be provided under a system that sai— : lan C has sent confirmation of the change to the

L ; . ) ail, the participant must acknowledge receipt, reparticipant. Plan C provides only the following dis-
isfies the following requirements: view, and comprehension of the section 411(a)(1k}bution options: a lump sum and annual install-

(i) The system must be reasonably derotice and must consent to the distribution withinments over 5, 10, or 20 years. A participant may re-

signed to provide the notice or summaryhe time required under section 411(a)(11). Within guest a distribution from Plan C by following the
& mamer o e Unrsandabe o UG 1 1 S SR e s s o b o
participant than a written paper documentiitnuton to e partcipant and advises hetion, the automated telophons systom eads the sec-
(i) At the time the notice or summary ISparticipant that he or she may request the confirmgion 411(a)(11) notice to the participant. The auto-
prOVIded, the pal’tICIpant must be advisetbn on a written paper document that will be promated te|eph0ne system also advises the participant
that he or she may request and receive tiged atno charge. Plan Adoes not fail to satisfy thghat he or she may request the notice on a written
roice on & witen paper cocuret, andot<s T EtEmenof scir ALKt Gooment et he parcpan s
1 ests, the written paper document will be provide
upon request, th.ajt document must be Prige, fan through written paper documents. at no charge. Before proceeding with the distribu-
vided to the participant at no charg_e. ~ Example 2.The facts are the same adfixample tion transaction, the participant must acknowledge
(2) Consent. The consent described in1, except that, instead of sending a confirmation ofomprehension of the section 411(a)(11) notice and
paragraphs (c)(2) and (3) of this sectiofie distribution by e-mail, the plan administratormust consent to the distribution within the time re-
may be given either on a written papeY"'tht'” a rzast‘;”ab'et_“r_“e atﬂer the pa"t'c'?at”ts Cotnill:”el‘(\j under tseCtlon ‘_111(3)](11)- t_T_he f;ll:toma_ted
. sent, sends the participant an account statemen
doc‘ﬂme”t or throth an EIeCtromqhe period that i?mludgs information reflecting thmnzpcgr:}ﬁrinisqwe:;iugfetshe gisﬁ;):]ctliginbe?o:svtfgv
r_m_admm reasonably _accessmle to the Pagrms of the distribution. Plan A does not fail to sattransaction is completed. After the participant has
ticipant. A consent given through an elecisfy the consent requirement of section 411(a)(11jiven consent, the automated telephone system con-
tronic medium must be given under anerely because the consent is provided other thdinms the distribution to the participant and advises
system that satisfies the foIIowing re_through a written papejr. document. ' the participant Fhat he or she may request 'the confir-
Lirements: Example 3. A qualified plan (Plan B) permits mation on a written paper document that will be pro-
q . : participants to request distributions through the Plavided at no charge. Because Plan C has relatively
_ (1) The system must be' re_a_sonably des web site (Internet or intranet). Under Plan B'few and simple distribution options, the provision of
signed to preclude any individual othegystem for such transactions, a participant mushe section 411(a)(11) notice over the automated
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telephone system is no less understandable to tmay request and receive the notice on rgrsonal identification number (PIN); this informa-
participant than a written paper notice. Plan C doggitten paper document, and, upon relion must match that in Plan C's records in order for
not fail to satisfy the notice or consent requiremen . e transaction to proceed. If a participant changes
of section 411(a)(11) merely because the notice arﬁfeSt’ that document must be prowded '{ﬁs or her PIN, the participant may not proceed with
consent are provided other than through writtel€ payee at no charge. a transaction until Plan C has sent confirmation of
paper documents. d-36. Q. Are there examples that illusthe change to the participant. The plan administrator
Example 5.The facts are the same asSxample trate the provisions of d-35 of this section® the payor. A participant may request a distribution
4, except that, pursuant to Plan C’s system for pro- A The provisions of d-35 of this sec-from Plan C by following the applicable instructions
cessing such transactions, a participant who so "on are illustrated by the following exam-°" the automated telephone system. After the partic-
quests is transferred to a customer service represen- ipant has requested a distribution, the automated
tative whose conversation with the participant iPles: telephone system reads the notice required by sec-
recorded. The customer service representative pro- Example 1.An employer deferred compensationtion 3405 to the participant. The automated tele-
vides the section 411(a)(11) notice from a prepareo\ : phone system also advises the participant that he or

- .. .plan (Plan A) permits participants to request distrib . .
text and processes the participant’s distribution 'Ht‘ ( b )P U Z Plp A ? ‘ r?he may request the notice on a written paper docu-
accordance with predetermined instructions of thg 'ons by e-mail. Under Fian As system for suc ent and that, if the participant so requests, the writ-
plan administrator. Plan C does not fail to satisfy thteransacnons, a participant must enter his or her af d ’ ill b ided ’ h

) ’ . . ount number and personal identification numbe?en paper ocu‘mentIW| € prO\_" e_ atnoc "’?rge-
notice or consent requirement of section 411(&1)(112}J Before proceeding with the distribution transaction,

merely because the notice and consent are provid dIN); this information must match that in Plan As ici knowled hensi f
records in order for the transaction to proceed. h‘g‘e participant must acknowledge comprehension o

other than through written paper documents. - - L i ini i
g pap participant changes his or her PIN, the partlupar{pe notice. The plan administrator does not fail to

gatisfy the notice requirement of section 3405

may not proceed with a transaction until Plan A ha!
PART 35-TEMPORARY Sen{ con?irmation of the change to the participan{”erely because the notice is provided to the partici-
EMPLOYMENT TAX AND )

The plan administrator is the payor. If a participan{Jant other than through a written paper document.
COLLECTION OF INCOME TAX AT requests a distribution from Plan A by e-mail, the Example 4.The facts are the same asxample .
SOURCE REGULATIONS UNDER plan administrator provides the participant with the> €XCept that, pursuant to the system for processing
THE TAX EQUITY AND FISCAL notice required under section 3405 by e-mail. Th8Uch ftransglctlons, a participant who so requests is
RESPONSIBILITY ACT OF 1982 plan administrator also advises the participant th&fansferred to a,CUSt_OrT‘: service represent?jtl\(/je
he or she may request the nofice on a witen papf 3 SRR U PTERAN ® BEOCEL
; o ocument and that, if the participant so requests, tl
Rar' 4: The authority C|tat|0.n for part\‘;\/ritten paper documentpwill tr))e providgd at nghotice required by section 3405 by reading from a
35 is revised to read as follows: charge. To proceed with the distribution by e-mailPrepared text. The plan administrator does not fail

Authority: 26 U.S.C. 6047(e), 7805;the participant must acknowledge receipt, review© Satisfy the notice requirement of section 3405
68A Stat. 917; 96 Stat. 625; Pub. L. 97-and comprehension of the notice. The plan admini§l€rely because the notice is provided to the partici-
248 (96 Stat. 623). trator does not fail to satisfy the notice requiremerfR@nt other than through a written paper document.

Section 35.3405—1 also issued under 2% section 3405 merely because the notice is pro- s x x o+ %

vided to the participant other than through a written
U.S.C. 3405(e)(10)(B)(iii). paper document.

Par. 5. Section 35.3405-1 is amended Example 2.An employer deferred compensation _ John M. Dalrymple,
by adding d-35 and d-36 to read as folplan (Plan B) permits participants to request distrib- Acting Deputy Commissioner
lows: utions through the Plan B web site (Internet or in- of Internal Revenue.

tranet). Under Plan B’s system for such transac-
§35.3405-1. Questions and answers  tions, a participant must enter his or her accourifiled by the Office of the Federal Register on De-
relating to withholding on pensions number and personal identification number (PIN)cember 17, 1998, 8:45 a.m., and published in the
s . ’ this information must match that in Plan B’s reCOrd$ssue of the Federal Register for December 18, 1998,
_annwtles’ and certain other deferred in order for the transaction to proceed. If a particis3 F.R. 70071)
Income. pant changes his or her PIN, the participant may not
proceed with a transaction until Plan B has sent con-
firmation of the change to the participant. The pl(';\sr:<5 | tal Inst ti f
. administrator is the payor. A participant may requespUpplémental Instructions 1or
d-35. Q Through V\{h&t med!um MaY 8 jistribution from Plan B by following the applica- Form 8606, Nondeductible IRAs
payor provide the notice required undege instructions on the Plan B web site. After the
section 3405 to a payee? participant has requested a distribution, the particAnnouncement 99-18
A. A payor may provide the notice re-pant is automatically shown a page on the web site
quired under section 3405 (including théontalmng the notice required by section 3405. Al- This announcement provides supple-

. . . . though this page of the web site may be printed, t ; : _
abbreviated notice described in d-27) to eage also advises the participant that he or she mqaj?)]/ental instructions for the proper comple

payee either on a written paper documeRiquest the notice on a written paper document ajtPn of Form 8606, Nondeductible IRAs,
or through an electronic medium reasonhat, if the participant so requests, the written papd®r Roth IRA conversions and recharac-
ably accessible to the payee. A noticdocument will be provided at no charge. To proceeterizations. It also clarifies the proper
provided through an electronic mediunyVith the distribution through the web site, the partictomputation of the 10% additional tax for
must be provided under a system that S%?FiﬂtemngZI:ZCanr?gﬁgr?ié?nviﬁgrg?gr Ezgsfoﬁg';@arly distributions in the case of Roth IRA
isfies the following requirements: satisfy the notice requirement of section 34p50Nversions and subsequent withdrawals
(a) The system must be reasonably dererely because the notice is provided to the particffom Roth IRA accounts. Finally, it cor-
signed to provide the notice in a mannerant other than through a written paper document. rects the computation of modified AGI for
no less understandable to the payee thargJ Ig‘i’zggﬁ’:eg-F’j:r:q’i‘t“sp';’;’sirc%jre‘getg fggl%i’t‘sd?gt‘r’i”purposes of Roth IRAs on page 2 and the
written paper'document. o . utions through Plan C's automated telephone SbeE_q IRA Contrlbutlor_1 Works_heet on page
(b) At the time the notice is provided,tem, Under Plan C's system for such transactions, 3 IN the separate instructions for Form

the payee must be advised that the payg&ticipant must enter his or her account number ar3606.

* * *x * *
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I. Reporting Roth IRA Conversions blank. Mr. Smith completes Part Il ofll. Clarification of Amount Subject to
and Recharacterizations Form 8606 as follows: 10% Additional Tax

Holders of traditional IRAs may con-Line 14a. Mr. Smith enters $15,000 on TheNote after line 26 of Form 8606 is
vert these accounts to Roth IRAs if theyhis line. This is the sum of the amountsncomplete. Regardless of whether you
meet the eligibility requirements and inteported to him in box 1 of the Formshave an amount on line 22 or 25 of Form
clude any previously untaxed amount3099-R he received for the $8,000 con8606, you may be subject to an additional
converted in their gross income for thesersion on February 19, 1998, and th&0% tax. TheNote should read as fol-
year of conversion. For conversions ir$7,000 reconversion on September 10Qws:

1998, the includible amount may be1998. “Note: If you receive a Roth IRA dis-
spread over 4 years, at the election of the ) tribution before reaching age %9you
taxpayer. A conversion may be undon&in€ 14b. Although Mr. Smith recharac- 4y pe subject to an additional 10% tax.
by recharacterizing the convertederized $7,000 from his Roth conversionsee Form 5329. Include on line 1 of
amounts back to the traditional IRA. account to his traditional IRA, he reports=qrm 5329 thesmaller of the amount on

Some questions have arisen about t#8,000 on line 14b. This is because lingne 200r the sum of the amounts on lines
proper reporting of conversions, recharacl4a includes $8,000 from his originaljg anq 25~
terizations, and reconversions to Rot§onversion and he recharacterized the en-pjggge disregard the paragraph headed
IRAs, particularly regarding the reconcili-tire remaining balance of $7,000. He enpjnes 22 and 25-Additional 10% Taxon
ation of amounts on Forms 1099-R issuef@rs $8,000 on line 14b to “zero out” theyage 6 of the instructions for Form 8606,
by account trustees with amounts to beonversion and subsequent recharactefs \e|| as the first complete paragraph in
entered on Form 8606 and Form 1040. zation. Otherwise, Mr. Smith would béine middle column of page 3 of the in-

The following comprehensive exampleaxed on the $1,000 decline in markegyctions for Form 5329.
clarifies this reporting. value in his Roth conversion account be-

. . izati Ill. Correction to Computation of
Example: Mr. Smith has the following fore the recharacterization. Modified AGI for PFEeroses of

IRA activity in 1998: Line 14c. Mr. Smith reports $7,000 on  Roth IRAS
Date Activity this line ($15,000-$8,000).

) ) Under Roth IRAs on page 2 of the
2/19/98  Mr.Smith contributes $2,000 Line 15. Mr. Smith refers to the chart ongorm 8606 instructions, item 1 under

to a Roth IRA. page 5 of the Form 8606 instructions tq/odified AGI for purposes of Roth

2/19/98 Mr.Smith converts the entire determine the amount to enter on this lin@rAs should include a reference to Form

$8,000 balance in his tradi-AS a result, he enters $2,000, which is higg40A, line 10b.
tional IRA to a Roth IRA. The Prior year nondeductible contribution to a

converted amount was placedraditional IRA. IV. Correction to Ed IRA
; Contribution Worksheet
INto an account separate fron]_ine 16. The taxable amount of the con-

the Roth contribution account. o o, is g5,000 ($7,000-$2,000). Line 2 of the worksheet on page 3 of

His total basis in the traditional the Form 8606 instructions should read:
IRAwas $2,000 (from a nonde-Line 17. Mr. Smith elects to have the tax~Enter $150,000 if married filing jointly:

ductible contribution in an ear- able amount spread over 4 years. In 199% $95.000 for all other filers.” The refer-

lier year). and in each of the next 3 years, Mr. Smitnced amount for married filing sepa-
9/10/98 The fair market value of Mr. is taxed on $1,250. rately should be deleted.

Smith’s conversion account de-

creased from $8,000 to $7,000

Mr. Smith recharacterizes the

Part Ill.  Mr. Smith does not complete

Part Ill. Although he received a Form

entire remaining balance of1099-R for his recharacterization oigoundgtlo_ns Status of Certain
$7,000 from the Roth IRA to a traditional rganizations

$7,000 to a traditional IRA. o e
] IRA, the recharacterization is not a distri-n nnouncement 99-27
9/10/98 Mr. Smith reconverts the pytion that is to be reported on line 18 of

$7,000 from the traditional payt 1. It is merely a trustee-to-trustee The following organizations have
IRA back to a Roth IRA. transfer of funds between IRA accounts. failed to establish or have been unable to
In 1999, Mr. Smith receives three maintain their status as public charities or

Forms 1099-R: one for the original Con__Completion of Form _1040:Mr. S_mi_th as operating foum_jations. Accordingly,
version of $8,000, another for the $7,005ﬁcludes $22,000 on line 15a. This is thgrantors and contributors may not, after
fotal IRA distributions that were reportedthis date, rely on previous rulings or des-
to him in box 1 of the Forms 1099-R hdgnations in the Cumulative List of Orga-
received. Mr. Smith includes $1,250, thaizations (Publication 78), or on the pre-
Completion of Form 8606: Mr. Smith amount of the conversion that is taxablsumption arising from the filing of notices
should complete the identifying informa-in 1998, on line 15b. This is the amountnder section 508(b) of the Code. This

tion above Part I. He should leave Partfrom line 17 of Form 8606. listing doesnotindicate that the organiza-

recharacterization, and a third one for th
subsequent reconversion of $7,000.
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tions have lost their status as organizasaffney Main Street Corporation,
tions described in section 501(c)(3), eligi- Gaffney, SC
ble to receive deductible contributions.

Former Public CharitiesThe following Ottumwa, IA

Greater Ottumwa Vocal Arts Project Inc.,

Indy Tres Dias Inc., Indianapolis, IN

Infancia Mexicana Inc., South Bend, IN

Infinity Systems for Nonprofits Inc.,
Minneapolis, MN

organizations (which have been treated asayes School Alumni Inc., Brooklyn, NY Injured Athletes Recovery Fund,

organizations that are not private foundaHIV-AIDS Planning & Management
tions described in section 509(a) of the Organization Inc., Miami, FL
Code) are now classified as private founHousing Authority of the City of Laredo,

dations: Laredo, TX
Adolescent Interchange Service Inc., Imani & Friends Incorporated, Chicago,
Shreveport, LA IL

African Haitian American Operation
Hope for Democracy for Rebuilding,
Newburg, IN

American Friends of the International
Disability Foundation Inc., New York,

FL

Idaho Empowerment Program Inc.,
Boise, ID

NY Idaho Freedom Chorus Inc., Boise, ID
American Relief Services Inc., Walnut  IHS Inc., Winslow, AZ

Creek, CA lla Gail Educational Foundation Inc., Salt
Arcadia Academy Valley Inc., Ironton, Lake City, UT

MO lllinois Education First Foundation,
Beauty of Life, Brooklyn, NY Springfield, IL
Blazer Mat Club, Douglassville, PA Image Productions, Colorado Springs,
Brothers Empowering African Minds, CcoO

Raleigh, NC Imagication Childrens Television,
Career Kids Incentive Program, Seattle, Mansfield Ctr., CT
WA Imani Inc., Detroit, Ml

Cheerleading Association of Stratford
High School, Goose Creek, SC

Chicago Lawn and Gage Park
Community Youth Center Inc.,
Chicago, IL

City Wide Resident Management
Corporation Inc., Gary, IN

Community Homeowners Association  In-Reach Foundation, Pittsburg, CA
Inc., Dorchester, MA In Recital, New York, NY

Creative Bridges Inc., San Francisco, CAIncentives Inc., Jamacia, NY

David S Brown Foundation Inc., Boston, Independence for Physically Disabled

Immunet Inc., New York, NY

Impact Community & Economic
Development Corporation, Portland,
OR

In Christ International, Santa Ana, CA

In His Service Ministries Inc.,
Ponchatoula, LA

MA Children Inc., Oceanside, NY
Dejesus Foundation Inc., Castle Point, Independent Democratic Education
NY Association ldeas Inc., Great Neck,

Dobbs Ferry Schools Foundation Inc., NY
Dobbs Ferry, NY Independent School Board Members of

Downstate AIDS Projects, Springfield, IL  Wisconsin Inc., Hales Corners, WI

Dutchman Chapel Corporation, Enoree, Indian Nations Recreation Trail Inc.,
SC Muskogee, OK

Earth Camp International Inc., Indiana Raiders Girls Softball Club,
Los Angeles, CA Portage, IN

Family Wellness Center Inc., North PalmIndianapolis AIDS Housing Corp.,
Beach, FL Indianapolis, IN

Firefighters Museum and Hall of Fame, Indianapolis Neighborhood Resource
College Station, TX Center Inc., Indianapolis, IN

Franklin County Legal Childrens Indigenous Arts Foundation Inc.,
Services Inc., Malone, NY Belmont, MA

Friendly Neighbors Club of N C, Indo-U S Bio-Medical Research
Asheville, NC Foundation, Burton, Ml

Friends of the BBC Marshall Plan of the Indonesian Society of Portland, Lake
Mind Trust Inc., Bethesda, MD Oswego, OR

1999-13
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I M P A CT Institute Inc., Oakland Park,

Iberia Pro Bono Project, New Iberia, LA

Providence, RI

Inland Empire Pride Inc.,
San Bernardino, CA

Inland Northwest Mens Evolvement
Network, Spokane, WA

Inn Fellowship Inc., St. Louis, MO

Inner City Community Development Inc.,
Knoxville, TN

Inner-City Ministries Inc., Ellendale,
ND

Inner-City Vision Ministries, Mercer
Island, WA

Inner City Youth Foundation, Cleveland,
OH

Inner Development Inc., Staten Island,
NY

Inner Essence Deliverance Ministries,
Kalamazoo, Ml

Innervision, Denver, CO

Inside Out Productions, Houston, TX

Insight Alaska, Anchorage, AK

Inspirational Moments Inc., West
Chester, PA

Inspirit Counseling Center, San Anselmo,
CA

Inspirit Inc. A Non-Profit Corporation,
Wheat Ridge, CO

Institute for Family Education and
Economic Development IFEED,
Greenville, MS

Institute for Christian Leadership Inc.,
Portland, OR

Institute for Competition Inc.,
Cambridge, MA

Institute for Disability Resources,
Washington, DC

Institute for Financial Economics and
Public Policy, Bethesda, MD

Institute for Multi-Cultural Enrichment,
Portland, OR

Institute for Multi-Party Democracy Inc.,
Washington, DC

Institute for Naturopathic Medicine,
Van Nuys, CA

Institute for Psycho Social Studies Inc.,
N Wales, PA

Institute for School Board Effectiveness,
Austin, TX

Institute for Strategic Servanthood,
Thousand Oaks, CA

Institute for Sustainable Tropical
Resource Management Inc., Pittsboro,
NC
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Institute for the Advanced Study of International Eye Project Inc., Port Saint James L Leinwand Foundation, North

Culture, Waterford, VA Lucie, FL Palm Beach, FL

Institute for the Study of Distributed International Fund for Children, Chicago,Joe Marzari Foundation, New York,
Work, Walnut Creek, CA IL NY

Institute for University Studies, International Fund for Humanitarian Aid Lawrence Foundation, Lawrence, KS
Arlington, TX & Development Inc., Roswell, GA Local Community Associates Inc.,

Institute for the Study of Family International Guild of Musicians In Fairport, NY
Violence, Mt. Sinai, NY Dance, Tucson, AZ Main Street Playground Project, Hyannis,

Institute for Water Policy Studies, International Mind Dynamics Institute MA

Santa Fe, NM Inc., Chamblee, GA Marion County Three-Point Club Inc.,

Institute for World Religions, Irvine, CA International Multicultural Inc., Lebanon, KY

Institute for Young Leaders Inc., Beaverton, OR Martha for the Homeless Incorporated,
Marietta, GA International Nepali Literary Society, Petersburg, VA

Institute of Caribbean Studies, Washington, DC Mesa Martin Luther King Jr Celebration
Washington, DC International Network of Lesbian and Inc., Mesa, AZ

Institute of Tuition Scholarships and Gay Officials, Minneapolis, MN Missouri Research Institute, Kansas City,
Grants Inc., Wilmington, DE International Nippon Karate-Do MO

Institute on Cultural Dynamics and Federation, Alexandria, VA Mustang Basketball Association
Social Change Inc., Rochester, MN  International Quarterly, Tallahassee, FL

Incorporated, Merritt Island, FL

Intelcross Inc., Kentfield, CA International Roma Federation National Alliance of Pan African
Inter-Disciplinary Developmental Corporation, New York, NY Seminarians, Antioch, CA
Assessment Studies for Kids Corp., International Society for Intraoperative National Amputee Sports Foundation
Chicago, IL Card Ultrasound Inc., Durham, NC Thornton, CO '
Inter Instlltute fpr Infgnt Nutri & Intern_atlor?al Trade Club of Southern New Caney AG Supporters Inc.,
Gastrointestinal Disease, Haverford, California, Long Beach, CA New Caney, TX
PA International Witness Inc., Cambridge, '

New Life Options Inc., Palm, FL
New Mexico Middle School Assn.,
Tijeras, NM

Inter-Neighborhood Housing, Bronx, NY  MA
Interamericas Hash 95 Inc., Longwood, International Woode Foundation Inc.,

FL Brooklyn, NY . .
. . New Mexico Society for Perenteral and
Interexchange Network Inc., Kansas City|nternational Womens Independence .
Enteral Nutrition, Albuquerque, NM

MO Network, Houston, TX New Women Entreoreneur Center
Interfaith Hunger Services Inc., Interreligious Council of Linn County eC 0 f. M_ep € Fel_u ente

Bridgeport, CT Incorporated, Cedar Rapids, 1A o orE{)_oralion,k |¢’:1:cn|, Missing Child
Interfaith Pastoral Counseling Service Intro International Inc., Sterling, VA [?era |§n i? ouNYor ISSing &hildren

Inc., Biddford, ME IOB Productions Inc., Springfield, VA o ne., hroo yr:j, ) I
International Alcohol and Drug Institute, Irish Focus Inc., Boston, MA utr_gac Foundation Inc., Dal as, R

Mentor, OH Iroquois Environmental and Educational Pa\;:vlzc Northwest Aleut Council, Seattle,

International Association for the Study of Services Inc., Perrysburg, NY

Jewish Mysticism, Cambridge, MA  Isabella Community Playscape Inc., Perch America Inc., Hammond, IN

Pleasant Valley Stingray Swim Team,

International Cancer Association Inc., Mount Pleasant, Ml
Orange City, FL Isabella International Institute, Bethesda, Davenport, IA .

International Center for Disarmament and MD Progress & Freedom Foundation,
Conversion, Davidson, NC Isaiah House Incorporated, Upper ‘Washington, DC

International Center for Dispute Marlboro, MD Riverdale High School Band Boosters,
Resolution, Reno, NV Islamic Education Institute of Texas Inc., Riverdale, GA

International Center for Study of Jewish  Houston, TX Scottish Rite Tower Development
Heroism Inc., New York, NY Islamic Federation of New Jersey Inc., ~ Corporation, Philadelphia, PA

International Christian Training Institute, ~ Jersey City, NJ Smacks Peace Brigades Inc., New York,
New Smyrna Beach, FL Islamic Information Center of the NY

International Committee Invalid Americas, La Jolla, CA Southeastern Massachusetts Round-Up
Assistance Cambodia, Portland, ME Issachar Institute Inc., Tupelo, MS Inc., New Bedford, MA

International Congress for Environmentalthaca Performing Arts Center Inc., St Judes Fund of Tappahannock Inc.,
Comm and Technology, Chattanooga, Ithaca, NY Tappahannock, VA
TN Its a Kids World Inc., Albuquerque, NM  Stuff for Kids Inc., Boston, MA

International Congress on Toxicology  Ivy Plaza Housing Corporation, Shaker Surrogate Father Program Inc.,
VIl, Research Triangle Park, NC Heights, OH Mt Vernon, NY

International Development Research andvy Self Help Publishing Inc., Santa Tarrant County Dental Study Group,
Initiatives Inc., Gainesville, FL Barbara, CA Bedford, TX
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The Mount Airy Community garding the valuation of prior gifts in de-Withholding Regulations; and
Development & Resource Association,termining estate and gift tax liability, andRemoval of Regulations Under
Philadelphia, PA the period of limitations for assessing ang4rts 1 and 35a and of Certain

Troy Chavez Foundation, Denver, CO collecting gift tax. Regulations Under Income Tax
United States Hispanic Chamber of

Commerce Inc. Washington, D FOR FURTHER INFORMATION CON- Treaties; Correction

Vision Earth Society Incorporated, TACT: William L. Blodgett (202) 622- Announcement 99-29
Miami, FL 3090 (not a toll-free number).
Washington Center for Policy & AGENCY: Internal Revenue Service

Research Inc., Washington, DC SUPPLEMENTARY INFORMATION:  (|RS), Treasury.

Washingtonv_ille Cen_tennial Celebration Background ACTION: Correction to technical
Inc., Washingtonville, NY |

West Branch Athletic Booster Club Inc.,  The notice of proposed rulemaking thafMe"dments.

Salem, OH is the subject of this correction is undesypMMARY: This document contains a
West Virginia Society for Parenteral and sections 2001 and 2504 of the Internalgrrection to final regulations (T.D. 8804,

Enteral Nutrition, Elkview, WV Revenue Code. 1999-12 I.R.B. 5), which were published
Youth-in-Action, St. George, UT . in the Federal RegisterThursday, De-

If an organization listed above submitsNeed for Correction cember 31, 1998 (63 F.R. 72183), relating

information that warrants the renewal of Ag published, REG-106177-98 conto the withholding of income tax on cer-
its classification as a public charity or as g&jns an error which may prove to be mistain U.S. source income payments to for-
private operating foundation, the Internajeading and is in need of clarification.  eign persons.

Revenue Service will issue a ruling or de-

termination letter with the revised classiCorrection of Publication DATES: This correction is effective Janu-
fication as to foundation status. Grantors ary 1, 2000.

and contributors may thereafter rely upon Accordingly, the publication of the no-
. y thel Y UPOice of proposed rulemaking (REG-FOR FURTHER INFORMATION CON-
such ruling or determination letter as pro

vided in section 1.509(a)—7 of the Incom 106177-98), which was the subject of FRACT: Lilo Hester, (202) 622-3840 (not a
ed n section 1.5¢ (a)-7 of the ICOMEy ¢, 98-33648, is corrected as follows: toll-free number).
Tax Regulations. It is not the practice o

the Service to announce such revised clag20.2001-1 [Corrected] SUPPLEMENTARY INFORMATION:
sification of foundation status in the Inter-

1(c) introductory text, line 2, the language
“of paragraph (a) of this section, the” is

The final regulations that are the sub-

. . “ .Ject of these corrections are under sec-
Adequate Disclosure of Gifts; ggrcrt?;:]e?hf read of paragraph (b) of thig" 1441, 1442, and 1443 of the Internal
Correction S Revenue Code.

Announcement 99-28 , Michael L. S!aUther’ Need for Correction
Acting Chief, Regulations Unit,

AGENCY: Internal Revenue Service Assistant Chief Counsel (Corporate). As published, TD 8804 contains errors

(IRS), Treasury. (Filed by the Office of the Federal Regi which may prove to be misleading and are
e y the ice of the Federa egister o i :
March 5, 1999, 8:45 a.m., and published in the issrt}cre1 need of clarification.

ACTION: Correction to notice of pro- :
of the Federal Register for March 8, 1999, 64 F'RCorrection of Publication

posed rulemaking.

10964)
SUMMARY: This document contains a _Accordingly, the publication of the
correction to the notice of proposed rule: . . final rule; technical amendments (TD
making (REG—106177-98, 1999—12°¢Nneral Revision of Regulations  8804), which was the subject of FR Doc.
.R.B. 25), which was published in theR€ating to Withholding of Tax — 98-34359, is corrected as follows:

Federal Register Tuesday, December 28N Certain U.S. Source Income
1998 (63 F.R. 70701 [I.R.B.]), relating toPaid to Foreign Persons and
changes made by the Taxpayer Relief Adtelated Collection, Refunds, and On page 72188, in the table following
of 1997 and the Internal Revenue Serviceredits; Revision of Information  “Par. 15.”, two entries are added in nu-
Restructuring and Reform Act of 1998 reReporting and Backup merical order to read as follows:

881.6041-1 and 1.6042-2 [Corrected]
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Section Remove Add

* K* * *x %

1.6041-1(d)(5), first sentence .. ... .. December31,1998 ...........|..... December 31, 1999.......

1.6042-2(a)(I)(iii), first sentence .. |. 1099A....................... ceee 1099

Michael L. Slaughter, §1.1441-7 [Corrected] DATES: These corrections are effective
Acting Chief, Regulations Unit, December 14, 1998.
Assistant Chief Counsel (Corporate)7(1' On page 810, column 1, §1.1441-

9)(4) Example 2Jine 4, the language FoR FURTHER INFORMATION CON-
(Filed by the Office of the Federal Register on that A entered the arrangement with 8" ISACT: Diane S. Bloom, (202) 622-6214

March 8, 1999, 8:45 a.m., and published in the issugorrected to read "that A entered into th - )
of the Federal Register for March 9, 1999, 64 F.Rarrangemem with a”. %I’ ChI’IIISftIne L. Kbeller, (202) 622-6090
11378) (not toll-free numbers).

81.7701()-3 [Corrected]

SUPPLEMENTARY INFORMATION:
2. On page 810, column 3, §1.7701(l)-

Recharacterizing Financing _ : ..... Background
Arrangements Involving 3(C)(3)('V)(A)’ _Ime 3 th_e language "a_t— _ _
i . . tributable to financing instruments)” is  The final regulations that are the sub-
Fast-pay Stock; Correction o . ) )
corrected to read “attributable to the fiject of these corrections are under section
Announcement 99-30 nancing instruments)”. 411 of the Internal Revenue Code.

3. On page 811, column 3, 81.7701()-
AGENCY: Internal Revenue Service3(e)Example ), line 3 from the bottom Need for Correction

(IRS), Treasury. of the paragraph, the language “Y's 1996 5q published, T.D. 8795 contains errors

deduction attributable to financing” IS\which may prove to be misleading and are

ACTION: Correction to notice of pro- corrected to read “Y’s 1996 deduction at-

d rulemaking. ) : : in need of clarification.
posed riiemaxing tributable to the financing”.
SUMMARY: This document contains a _ _ Correction of Publication
correction to REG-104072-97, which _Cynthia E. Grigsby, _ —
was published in 1999-11 I.R.B. 12, re- Chief, Regulations Unit, Accordingly, the publication of the

lating to financing arrangements involv-  Assistant Chief Counsel (Corporate)final regulations (T.D .8795), which was

ing fast-pay stock. _ _ _ the subject of FR Doc. 98-32925, is cor-
(Filed by the Office of the Federal Register on Febrected as follows:

FOR FURTHER INFORMATION CON- 'uary 25, 1999, at 8:45 a.m., and published in the 1 On page 68680, column 2, in the

TACT: Jonathan Zelnik, (202) 622—3940';7%”elgfzéh;)3 Federal Register for March 3, 1999, 64,0 amble under the paragraph heading

(not a toll-free number). o “Special Analyses”, line 12, the language

“24, 1996, the Regulatory Flexibility Act”
Notice of Significant Reduction is corrected to read “29, 1996, the Regula-
Background in the Rate of Future Benefit tory Flexibility Act”.

The notice of proposed rulemaking thaf*Ccrual; Correction §602.101 [Corrected]
is the subject of this correction is underﬁ\nnouncement 99-31

section 7701 of the Internal Revenue Code. 5 6%)2 1(?1r(]c)p?ng'?he63a f)?e‘l;m((:jzlrutrr?g ccl)l’-
AGENCY: Internal Revenue Service . '

Need for Correction umn heading Current OMB control No.,

, (IRS), Treasury. the OMB number “1545-1447" is cor-
As published, REG-104072-97 con-

: i ' i rected to read “1545-1477".
tains errors which may prove to be misACTION: Correction to final regulations.

leading and are in need of clarification. syMMARY: This document contains Cynthia E. Grigsby,
corrections to Treasury Decision (T.D. _ Chief, Regulations Unit,
8795, 1999-7 I.R.B. 8) relating to defined ~ Assistant Chief Counsel (Corporate).
Accordingly, the publication of the no-benefit plans and to individual account_. _ _

[ f d rulemaking (REG—plans that are subject to the funding stary. <o oY fhe Office of the Federal Register on
tice o proposg . g - . . g arch 2, 1999, at 8:45 a.m., and published in the
104072-97), which is the subject of FRlards of section 302 of the Employments e of the Federal Register for March 3, 1999, 64
Doc. 99-178, is corrected as follows: Retirement Income Security Act of 1974.F.R. 10218)

SUPPLEMENTARY INFORMATION:

Correction of Publication
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Announcement of the Consent Voluntary Suspension of Attorneys,
Certified Public Accountants, Enrolled Agents, and Enrolled Actuaries
From Practice Before the Internal Revenue Service

Under 31 Code of Federal Regulationsyice matter from directly or indirectly em-have resigned from such practice, and
Part 10, an enrolled agent, in order tploying, accepting assistance from, beindate of resignation. This announcement
avoid the institution or conclusion of aemployed by or sharing fees with, any enwill appear in the weekly Bulletin at the
proceeding for his disbarment or susperrolled agent who has resigned from pracearliest practicable date after such action
sion from practice before the Internatice before the Internal Revenue Service.and will continue to appear in the weekly
Revenue Service, may offer his resigna- To enable attorneys, certified public acBulletins for five successive weeks or for
tion from such practice. The Director ofcountants, enrolled agents, and enrollegs many weeks as is practicable for each
Practice, in his discretion, may suspendctuaries to identify former enrolledenrolled agent, who has resigned, and will
an enrolled agent in accordance with thagents who have resigned from practicke consolidated and published in the Cu-
consent offered. before the Internal Revenue Service, theaulative Bulletin.

Attorneys, certified public accountantsDirector of Practice will announce in the The following individual has offered
enrolled agents, and enrolled actuaries aheternal Revenue Bulletin the names andis resignation as an enrolled agent:
prohibited in any Internal Revenue Seraddresses of former enrolled agents who

Name Address Date of Resignation

Ellis, Ronald C. Billings, MT October 6, 1998
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Announcement of the Expedited Suspension of Attorneys, Certified Public
Accountants, Enrolled Agents, and Enrolled Actuaries From Practice
Before the Internal Revenue Service

Under Title 31 of the Code of Federaprohibited in any Internal Revenue Serviceolled agent, or enrolled actuary, and date
Regulations, section 10.76, the Directomatter from directly or indirectly employ- or period of suspension. This announce-
of Practice is authorized to immediatelying, accepting assistance from, being enment will appear in the weekly Bulletin at
suspend from practice before the Internglloyed by, or sharing fees with, any practithe earliest practicable date after such ac-
Revenue Service any practitioner whotioner disbarred or suspended from practidgon and will continue to appear in the
within five years, from the date the expebefore the Internal Revenue Service. weekly Bulletins for five successive weeks
dited proceeding is instituted, (1) has had To enable attorneys, certified public acer for as many weeks as is practicable for
a license to practice as an attorney, ceritountants, enrolled agents, and enrolled aeach attorney, certified public accountant,
fied public accountant, or actuary sustuaries to identify practitioners under expeenrolled agent, or enrolled actuary so sus-
pended or revoked for cause; or (2) hadited suspension from practice before theended and will be consolidated and pub-
been convicted of any crime under title 26nternal Revenue Service, the Director ofished in the Cumulative Bulletin.
of the United States Code or, of a felonyractice will announce in the Internal Rev- The following individual have been
under title 18 of the United States Codenue Bulletin the names and addresses piced under suspension from practice be-
involving dishonesty or breach of trust. practitioners who have been suspendddre the Internal Revenue Service by virtue

Attorneys, certified public accountantsfrom such practice, their designation as atf the expedited proceeding provisions of
enrolled agents, and enrolled actuaries aterney, certified public accountant, enthe applicable regulations:

Name Address Designation Date of Suspension

Pierce, Steven J. Aventura, FL Attorney Indefinite from October 15, 1998
Baker, Charles C. Monteagle, TN Attorney Indefinite from October 15, 1998
Kantor, Stanley L. New York, NY Attorney Indefinite from October 15, 1998
Wagner, Richard E. Spencerport, NY Enrolled Agent Indefinite from October 15, 1998
Tuohey, Seamus Montclair, NJ Attorney Indefinite from October 15, 1998
Burke, Beau E. Santa Rosa, CA CPA Indefinite from October 15, 1998
Marn, Eric Y. Honolulu, HI Attorney Indefinite from October 15, 1998
Todd, Kenneth Tulsa, OK Attorney Indefinite from November 4, 1998

March 29, 1999 28 1999-13 [|.R.B.



Announcement of the Disbarment and Suspension of Attorneys, Certified
Public Accountants, Enrolled Agents, and Enrolled Actuaries From
Practice Before the Internal Revenue Service

Under 330, Title 31 of the Uniteding, accepting assistance from, being enary, and date of disbarment or period of
States Code, the Secretary of the Tre@loyed by, or sharing fees with, any practisuspension. This announcement will ap-
sury, after due notice and opportunity fotioner disbarred or under suspension frompear in the weekly Bulletin for five suc-
hearing, is authorized to suspend or digractice before the Internal Revenue Secessive weeks or as long as it is practica-
bar from practice before the Internal Revvice. ble for each attorney, certified public
enue Service any person who has vio- To enable attorneys, certified public acaccountant, enrolled agent, or enrolled ac-
lated the rules and regulations governingountants, enrolled agents, and enrollediary so suspended or disbarred and will
the recognition of attorneys, certifiedactuaries to identify such disbarred or suse consolidated and published in the Cu-
public accountants, enrolled agents, ggended practitioners, the Directomulative Bulletin.
enrolled actuaries to practice before thef Practice will announce in the Internal After due notice and opportunity for
Internal Revenue Service. Revenue Bulletin the names and adhearing before an administrative law

Attorneys, certified public accountantsdresses of practitioners who have begundge, the following individuals have
enrolled agents, and enrolled actuaries aseispended from such practice, their desigpeen disbarred from further practice be-
prohibited in any Internal Revenue Servicaation as attorney, certified public acfore the Internal Revenue Service:
matter from directly or indirectly employ- countant, enrolled agent, or enrolled actu-

Name Address Designation Effective Date
Shaw-Boatner, Deborah Austin, TX CPA September 24, 1998
Hannum, David Philadelphia, PA Enrolled Agent September 30, 1998
Miller, Theodore Neshaminy Valley, PA CPA February 27, 1999
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Announcement of the Consent Voluntary Suspension of Attorneys,
Certified Public Accountants, Enrolled Agents, and Enrolled Actuaries
From Practice Before the Internal Revenue Service

Under 31 Code of Federal Regulationsyice matter from directly or indirectly em- countant, enrolled agent, or enrolled actu-
Part 10, an attorney, certified public acploying, accepting assistance from, beingry, and date or period of suspension. This
countant, enrolled agent, or enrolled acemployed by, or sharing fees with anyannouncement will appear in the weekly
tuary, in order to avoid the institution orpractitioner disbarred or suspended frorBulletin at the earliest practicable date
conclusion of a proceeding for his disbarpractice before the Internal Revenue Seafter such action and will continue to ap-
ment or suspension from practice beforeice. pear in the weekly Bulletins for five suc-
the Internal Revenue Service, may offer To enable attorneys, certified public aceessive weeks or for as many weeks as is
his consent to suspension from such praceuntants, enrolled agents, and enrollegracticable for each attorney, certified
tice. The Director of Practice, in his dis-actuaries to identify practitioners undepublic accountant, enrolled agent, or en-
cretion, may suspend an attorney, certconsent suspension from practice before thelled actuary so suspended and will be
fied public accountant, enrolled agent, omternal Revenue Service, the Directoconsolidated and published in the Cumu-
enrolled actuary in accordance with thef Practice will announce in the Internalative Bulletin.
consent offered. Revenue Bulletin the names and ad- The following individuals have been

Attorneys, certified public accountantsdresses of practitioners who have beeplaced under consent suspension from
enrolled agents, and enrolled actuaries aseispended from such practice, their desigractice before the Internal Revenue Ser-

prohibited in any Internal Revenue Sernation as attorney, certified public acvice:

Name Address Designation Date of Suspension

Cohn, Irving Baltimore, MD Attorney September 4, 1998 to September 3, 2000
Hwang, Catherine T. Livingston, NJ CPA October 1, 1998 to September 30, 1999
Bratek, Ronald N. Brunswick, NJ CPA October 5, 1998 to July 4, 2000

Walker, Frank O. Bay City, TX CPA October 5, 1998 to April 4, 2001

Ng, Peter J. Monticello, NY Attorney October 5, 1998 to May 4, 2002
Sopkovich, Carol Girard, OH Attorney October 5, 1998 to October 4, 2001
Kappler, John E. Evansville, IN CPA October 8, 1998 to October 7, 1999
Sarcia, Jerry J. Libertyville, IL CPA October 30, 1998 to August 29, 2002
Spey, Gregory E. Youngstown, OH CPA November 1, 1998 to April 30, 2001
Jacobson, Kenneth Jacksonville, FL CPA November 9, 1998 to November 8, 2000
Lopshire, Larry Whiteland, IN CPA December 2, 1998 to December 1, 1999
Lederer, Christine L. Somers, CT Attorney December 7, 1998 to December 6, 2001
Kieffer, Richard D. Olney, IL CPA December 15, 1998 to December 14, 1999

Cleaver Jr., Thomas E.

Severna Park, MD

Enrolled Agent

December 23, 1998 to June 22, 2002

Trent, Douglas I. Allen, TX CPA January 1, 1999 to December 31, 1999
Winters, John E. Bayonne, NJ CPA January 1, 1999 to September 30, 1999
Todd Jr., Emory S. Chester Springs CPA January 15, 1999 to July 14, 1999
Hawkins, William M. Indianapolis, IN Attorney February 1, 1999 to January 31, 2002
Gimbal, Peter Union City, NJ CPA April 1, 1999 to September 30, 2000
Ryan, Thomas J. Danbury, CT Attorney May 1, 1999 to October 30, 2000
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Definition of Terms

Revenue rulings and revenue procedurgdies to both A and B, the prior ruling isnew ruling does more than restate the
(hereinafter referred to as “rulings”) modified because it corrects a publishedubstance of a prior ruling, a combination
that have an effect on previous rulingposition. (Compare witlamplifiedand of terms is used. For examplmodified
use the following defined terms to deelarified, above). and supersededlescribes a situation
scribe the effect: Obsoleteddescribes a previously pub-where the substance of a previously pub-
Amplified describes a situation wherelished ruling that is not considered detertished ruling is being changed in part and
no change is being made in a prior pubminative with respect to future transacis continued without change in part and it
lished position, but the prior position istions. This term is most commonly useds desired to restate the valid portion of
being extended to apply to a variation oin a ruling that lists previously publishedthe previously published ruling in a new
the fact situation set forth therein. Thustulings that are obsoleted because afiling that is self contained. In this case
if an earlier ruling held that a principlechanges in law or regulations. A rulingthe previously published ruling is first
applied to A, and the new ruling holdsmay also be obsoleted because the sutmodified and then, as modified, is super-
that the same principle also applies to Bstance has been included in regulatiorseded.
the earlier ruling is amplified. (Comparesubsequently adopted. Supplementeds used in situations in
with modified below). Revokedlescribes situations where thavhich a list, such as a list of the names of
Clarified is used in those instancegosition in the previously published rul-countries, is published in a ruling and
where the language in a prior ruling isng is not correct and the correct positiothat list is expanded by adding further
being made clear because the languagebeing stated in the new ruling. names in subsequent rulings. After the
has caused, or may cause, some confu-Supersededescribes a situation whereoriginal ruling has been supplemented
sion. It is not used where a position in éhe new ruling does nothing more tharseveral times, a new ruling may be pub-
prior ruling is being changed. restate the substance and situation oflshed that includes the list in the original
Distinguisheddescribes a situation previously published ruling (or rulings).ruling and the additions, and supersedes
where a ruling mentions a previouslyThus, the term is used to republish undell prior rulings in the series.
published ruling and points out an esserthe 1986 Code and regulations the same Suspendeds used in rare situations to
tial difference between them. position published under the 1939 Codshow that the previous published rulings
Modified is used where the substancand regulations. The term is also usedill not be applied pending some future
of a previously published position iswhen it is desired to republish in a singlaction such as the issuance of new or
being changed. Thus, if a prior rulingruling a series of situations, names, etcamended regulations, the outcome of
held that a principle applied to A but nothat were previously published over a pecases in litigation, or the outcome of a
to B, and the new ruling holds that it apfiod of time in separate rulings. If theService study.

H H E.O—Executive Order. PHC—Personal Holding Company.
Ab b revi atl ons ER—Employer. PO—Possession of the U.S.
The following abbreviations in current use and for-ER|SA—Employee Retirement Income Security Act.PR—Partner.
réwue”rgi::.sed will appear in material published in theEX—Executor. PRS—Partnership.

B F—Fiduciary. PTE—Prohibited Transaction Exemption.
A—Inleldufe\I. FC—Foreign Country. Pub. L—Public Law.
Acq.—Ac.qwescence. FICA—Federal Insurance Contribution Act. REIT—Real Estate Investment Trust.
B—Inleldu.a.I. FISC—Foreign International Sales Company. Rev. Proc—Revenue Procedure.
BE—Beneficiary. FPH—Foreign Personal Holding Company. Rev. Ruk—Revenue Ruling.
:ﬁlé—a:;.ard of Tax Appeals. F.R—Federal Register. S—Subsidiary.

C —individual. FUTA—Federal Unemployment Tax Act. S.P.R—Statements of Procedral Rules.
C.B—Cumulative Bulletin. FX—Foreign Corporation. Stat—Statutes at Large.

CFR—Code of Federal Regulations. G.C.M—Chief Counsel's Memorandum. T—Target Corporation.

Cl—City. GE—Grantee. T.C—Tax Court.

COOP—Cooperative. GP—General Partner. T.D—Treasury Decision.

Ct.D—Court Decision. GR—Grantor. TFE—Transferee.

CY—County. IC—Insurance Company. TFR—Transferor.

D—Decedent. |.R.B—Internal Revenue Bulletin. T.I.R—Technical Information Release.
DC—Dummy Corporation. LE—Lessee. TP—Taxpayer.

DE—Donee. LP—Limited Partner. TR—Trust.

Del. Order—Delegation Order. LR—Lessor. TT—Trustee.

DISG—Domestic International Sales Corporation. M—Minor. U.S.C—United States Code.
DR—Donor. Nonacg—Nonacquiescence. X—Corporation.

E—Estate. O—Organization. Y—Corporation.

EE—Employee. P—Parent Corporation. Z—Corporation.
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